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PREFACE 


The principle of social security is now well established as a 
means of protecting certain groups, such as the aged, the un- 
employed, and handicapped persons. Social security in this 
country was given great impetus by the enactment of the Fed- 
eral Social Security Act in 1935. The decade following that year 
witnessed the enactment of legislation creating numerous fiscal 
and administrative relationships between federal, state, and 
local governments. The result is a complex social security sys- 
tem which is difficult for the layman to understand. The pur- 
pose of this study is to present a simplified statement of the 
important features of social security as it exists in Michigan 
with some attention to development and trends. 

In the preparation of the study the author has received valua- 
ble assistance from state officials and members of the staff of the 
University of Michigan. The manuscript was read and criticized 
by Professor Arthur Dunham, of the Institute of Social Work; 
Mr. F. F. Fauri, Director, State Department of Social Welfare, 
and members of his staff; Dr. Robert S. Ford, Director, Bureau 
of Government, University of Michigan; Dr. Amos H. Hawley, 
Assistant Professor of Sociology, University of Michigan, and 
Mr. Clark Tibbitts, Director of the Institute for Human Adjust- 
ment, University of Michigan. Acknowledgment is due Mrs. 
lone Dority, Chief Librarian, Bureau of Government, for the 
preparation of the Bibliography. The author is also indebted to 
the many state officials who gave freely of their time in furnish- 
ing information by personal interview and correspondence. 

This publication is one in a series of studies on Michigan gov- 
ernmental problems made possible by a grant to the Bureau of 
Government by the Horace H. Rackham School of Graduate 
Studies of the University of Michigan. For the conclusions, as 
well as the errors, the author assumes full responsibility. 

Hi 
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INTRODUCTION 


During the early years of the depression of the nineteen-thirties 
unemployment emergency measures were the center of public 
attention. As the depression continued it became apparent that 
a Situation was developing which required a permanent and 
firmly grounded system of social security to cope with major 
economic crises and mass unemployment, and that only a com- 
prehensive plan, national in scope, would be equal to the task. 
These were the conditions which led to the appointment by the 
President of the Committee on Economic Security. This com- 
mittee submitted a report to the President early in 1935 which, 
with further congressional study, constituted the basis of the 
Social Security Act. 

The purpose of this study is to examine the administration 
and financing of social security and certain related services in 
Michigan. The term ‘‘social security'’ is relatively new and its 
meaning varies,^ but usage seems to sanction including in its 
scope the social insurances,^ public assistance, certain health 
and child welfare services, and the rehabilitation of handi- 
capped persons. Income maintenance or economic security of in- 
dividuals or families is the immediate objective of these social 
services, but they also embrace the closely related services that 
are designed to prevent dependency and to restore or to improve 
the earning power of handicapped persons. The plan of this 
study is to give a brief description of methods of administering 
and financing the social security and related services carried on 
in Michigan by federal, state, and local agencies. Certain social 

^ For discussions of the meaning of **social security” see International 
Labour Conferencej Soda! Security: Principles and Problems Arising out of the 
War^Pt. I, “Principles” (Montreal: International Labour OfRce, 1944); cf, 
Edwin E. Witte, to Expect of Social Security^ 34, No, i, SuppL, Pt. a 
..,(1944): 212-13., ^ ' '■ ^ ^ \ 

2 No attempt is made in this study to examine all the social insurances 
effective in Michigan. Those excluded are the federal, state, and local govern- 
ment employee retirement systems and the veterans' program. 
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a SOCIAL SECURITY AND RELATED SERVICES 

security programs are administered and financed by a single 
federal, state, or local agency; for others these responsibilities 
are shared by the state and federal governments or by the 
state and local governments. 

For the purposes of this study social security and related serv- 
ices are divided into the following groups: (i) public assistance, 
(2) services for children and handicapped persons, (3) health 
and medical services, and (4) social insurances, including work- 
men's compensation, unemployment compensation provided by 
state and federal laws, old age and survivors' insurance under 
the Social Security Act, and the Railroad Retirement Act. 
These groups are examined in the order mentioned in the sec- 
tions that follow. 



I 

PUBLIC ASSISTANCE 


Public assistance is a broad term which is usually understood 
to include various activities carried on by the federal, state, and 
local governments to assist individuals at public expense.® 

The history of public assistance in Michigan extends back 
into the period preceding statehood.'* Prior to the depression of 
the 1930’s, public assistance on the state level was furnished 
mainly through institutions maintained for certain groups of 
handicapped persons. On the local level assistance was provided 
largely under the so-called “poor laws” which were adminis- 
tered by the county superintendents of the poor and township 
and city officials. 

Three existing forms of public assistance are examined in this 
study — the categorical aids, general relief, and soldiers’ relief. 
This classification is based upon differences in administrative 
organization and methods of financing the several forms of as- 
sistance. During the depression years of the 1930’s, the federal, 
state, and local governments furnished funds to finance projects 
in order to stimulate business and create work for the unem- 
ployed. This service was provided through the Civil Works Ad- 
ministration (C.W.A.), the Works Progress Administration 
(W.P.A.), later known as the Work Projects Administration 
(W.P.A.), the Federal Emergency Relief Administration 
(F.E.R.A.), the Public Works Administration (P.W.A.), the 
Civilian Conservation Corps (C.C.C.), and the National Youth 
Administration (N.Y.A.). No attempt will be made in this 
study to review the activities of these agencies except for an oc- 
casional reference arising in connection with the discussion of 
the existing forms of relief. The several forms of public assist- 
ance will be defined and examined in the sections which follow. 

® A summary of the important facts and conclusions reached relative to 
public assistance is presented on pp. 131-41 of this study. 

^Arthur Dunham, “Public Welfare and the Referendum in Michigan,” 
•Joe. d'lfra. Ren, 12 (1938) : 417-39. 
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The Categorical Aids 

The term “categorical aids,” which has come into general use 
since the adoption of the Federal Social Security Act, includes 
public assistance to three groups of dependent persons which 
have been singled out for special treatment under the federal- 
state social security programs in the several states. These three 
groups consist of the aged, the blind, and dependent children in 
their own homes. 

ADMINISTRATIVE ORGANIZATION 

Under the provisions of the Social Security Act, state plans 
for the administration of any of the categorical aids may vary 
in order to meet local needs and conditions, but there are cer- 
tain important requirements that must be met by all states in 
order to qualify for federal grants. To be approved by the Social 
Security Board the state plan must provide for a program which 
shall be effective in all political subdivisions; the state must par- 
ticipate in the financing of the program; a single state agency 
must either administer the plan or supervise its administration 
by local agencies; and an opportunity for a fair hearing must 
be guaranteed to one whose application for assistance is 
denied. In addition, the state plan must be at least as liberal as 
certain standards of the federal act relating to age, residence, 
and citizenship, and must conform to this act in certain par- 
ticulars designed to safeguard effective administration, as for 
example the establishment of personnel standards on a merit 
basis. The act reserves to the states responsibility for adminis- 
trative organization, including the selecting of personnel and 
establishing the basis of needs on which assistance shall be 
granted.® 

State Bureau of Social Security 

In Michigan the categorical aids are administered by the Bu- 
reau of Social Security — a division of the Social Welfare Com- 

® Social as amended, Title!, sec. 2; Title IV, sec, 40a; Title X, 
sec. ioo2i?. 



PUBLIC ASSISTANCE 


5 

mission.® The commission may appoint a single executive to 
serve as director of the Bureau of Social Security and the State 
Department of Social Welfare, or it may appoint a separate 
executive to head each of these agencies. At present a single 
officer, designated by law as the director of the State Depart- 
ment of Social Welfare, is responsible for the administration of 
both agencies. A deputy supervisor is appointed by the super- 
visor to assist in directing and co-ordinating the activities of the 
state bureau. Separate divisions have been created in this bu- 
reau to administer field activities, keep records and disburse 
funds, select personnel, manage offices, and file. 

On the local level, there is a bureau of social aid in the county 
department of social welfare.'^ The local bureau is headed by a 
supervisor who is appointed by the state supervisor of the Bu- 
reau of Social Security. The remaining staff consists of social 
case work supervisors, social workers, and clerical assistants. 
The number employed is determined by the size of the case 
load, and is worked out with the personnel division of the state 
bureau. Although the bureau of social aid is in the county de- 
partment of social welfare, it is responsible, with minor excep- 
tions, directly to the state bureau, and, therefore, it is a state 
administered agency. All state and local positions in the bu- 
reau, in conformity with the Social Security Act, have been 
placed under a merit system and the personnel must be selected 
by the supervisor from the state civil service register. The fea- 
tures that are peculiar to each of the categorical aids will be ex- 
amined separately in the following sections. 

OLD AGE ASSISTANCE 

In Michigan, as in other states, little progress was made in 
furnishing adequate assistance to the aged under the traditional 
administration of the old poor laws. When the Federal Social 

® P.yf., 1939, No. 280, as amended; Manual oj Policies and Procedures for 
the Administration of Old Age Assistance, Aid to Dependent Children, Aid to 
the Blind (Lansing: Mich. Social Welfare Comm., 1942-44). 

’ P.A., 1939, No. 280, secs. 45, 46. 
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Security Act was passed in 1935, public assistance to the aged 
as a group was not new. More than one-half of the states had 
passed some form of old age assistance laws,® and in a number of 
these, provisions had been made for state participation in fi- 
nancing and administering the program.® 

An old age assistance law was enacted in Michigan in 1933, 
but it contained a number of objectionable features.^® First, to 
be eligible for assistance under the law a person must have 
reached the age of seventy and must have resided in the state for 
ten years. Second, as a means of financing the program a head 
tax of $2.00 was imposed which proved difficult to administer. 
Third, the law contained an unsatisfactory plan of administer- 
ing the grants within the counties. This law as revised in 1935 
met the requirements of the Federal Social Security Act which 
was adopted later in that year. In 1937 new laws were enacted 
in an endeavor to establish an organization for the administra- 
tion of the categorical aids and general relief, but these were 
repudiated by a referendum vote in 1938. The Social Welfare 
Act was passed in 1939, and as amended is the law in effect at 
the present time. The main features of the 1939 law, applicable 
to old age assistance will be analyzed below. 

Eligibility^'^ 

To be eligible for old age assistance, the applicant must be a 
person who (i) does not have sufficient income to provide a rea- 
sonable subsistence compatible with decency and health; (2,) 
is sixty-five years of age or over ; (3) has been a resident of Mich- 
igan for at least five of the nine years preceding the application, 
and has had continuous residence during the year preceding the 
application; (4) has no relatives legally liable for his support; 

® Harold M. GroYts^ Financing Government (Now York: Henry Holt & Go., 
I939),P-58B. 

® Robert T. Lansdale, Elizabeth Long, Agnes Leisy, and Byron T. Hippie, 
T/ie Administration oj Old Age Assistance (Chicago; Public Administration 
Service, 1939), p. 17. 

P.A., 1933, No. 237. 

P,A.y 1939, No. 280, secs. 220-40, as amended. 

Jhid.^, sec. 25-27 as amended by P.A,^ ^941? No. 186; P,A*^ ^943? No. 238. 
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(5) has not transferred property within the five-year period pre- 
ceding the application for the purpose of obtaining assistance or 
increasing the amount received; (6) is not an inmate of any 
public institution except for medical or surgical care in a hos- 
pital for a period of six months or less; (7) owns no real estate 
valued at more than $3^500; (8) does not own tangible or in- 
tangible personal property, other than household goods or wear- 
ing apparel, valued at more than ^500, if single, and I750, if 
marriedd® 

Benefits 

In determining the amount of benefits to which an aged per- 
son is entitled, the law requires that consideration must be 
given to the condition of the applicant, the community in which 
he lives, and the circumstances surrounding his case. The 
amount received by an individual may not exceed I40 per 
month, with the exception that the amount may be increased to 
$60 while the beneficiary is receiving hospitalization or care in 
a convalescent home. The Federal Government will pay one-half 
of the amount spent for old age assistance up to the I40 maxi- 
mum, and, in addition, 5 per cent of the administrative ex- 
penses.^"^ 

The Bureau of Social Security has developed administrative 
procedures to carry out the above requirements of the law. 
Standards and measurements have been established for evaluat- 
ing needs, resources, and amount that may be granted. In order 
to determine the payment to be made in an individual case, it is 
necessary to compute a budget showing monthly needs and re- 
sources according to bureau standards. Information relative to 
needs and resources is obtained by consultation with the appli- 
cant, members of the same household, and any other source 
available. In computing the budget consideration is given inso- 
far as possible to the living arrangements that the applicant de- 
sires to maintain. If a deficit exists between total need and total 

Only the first $soo of the cash surrender value of a life insurance policy is 
counted in determining the value of personal property. 

1939, No. 280, sec. 28, as amended by P.A., 194I5 No. 186. 
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resources, the applicant is eligible for assistance, providing all 
other requirements have been metd® 

The commission is authorized by law to prescribe the number 
of applicants for which adequate care may be provided with the 
funds rnade available. Appropriations were too small to permit 
all eligible applicants to obtain benefits until more recent years, 
and a large number of these were compelled to remain on the 
general relief rolls. In 1940,32,009 cases were pending, and some 

TABLE I 


Public Assistance — ^Average Monthly Payments Per Case 
IN Cash and Kind* 

1934-1943 


Fiscal Year 
Ending 
June 30 

Old Age 
Assistancef 

Aid to 
Dependent 
Children 

Aid to 
the Blind 

j 

General Relief 
Shared by the 
State and 
Counties^ 

^934 





1935 

$ 9.86§ 




1936 

H -33 




1937 

16.61 

134.0611 

$22.65 

$21 .71 

1938 

18.60 : 

36.70 

24.20 : 

22.60 

1939 

16.90 

37 - 7 ^ 

24.67 

20,74 

1940 

16.50 

37-72 

23-44 

21.45 

1941 

16. 8a 

40.10 

23-15 

22.15 

1942 

18. aa 

42.16 

25.05 

23.80 

1943 

aa.69 

48.49 

28.55 

25-87 

1944 

29.15 

58-90 

32-55 

29.94 


* Mich, Social Welfare Comm., Biennial Repts., 1938-44. 
t Exclusive of burials, which are paid entirely from state funds. 

J Data unavailable for years, 1934-36. 

§ Old age assistance became effective June 5, 1935. 

i Aid to dependent children became effective August 27, 1936; federal grants became effec- 
tive July 1,1936. 

of these had been waiting two years for relief. This number was 
reduced to 7,771 in 1941 and by June 30, 1942, the approval of 
applications was operating on a current basis. According to the 
state supervisor of social security, it was possible by May, 1942, 

Manual of Policies and Procedures for the Administration of Old Age As- 
sistance^ Aid to Dependent Children^ and Aid to the Blind (Lansing: Mich. 
Social Welfare Comm., 1942-44) • 
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for eligible applicants to receive assistance thirty to forty-five 
days from the date of the application.^® 

As shown in Table I, the average monthly benefits rose from 
$14.33 in 1936 to $2.9.15 in 1944. In 1942 the maximum monthly 
payment allowed was increased from $30.00 to $40.00. In De- 
cember of 19433 10.5 per cent of the recipients of old age assist- 
ance were paid the $40.00 maximum; 86 per cent received 
amounts ranging from $15.00 to $39.99, and 3.5 per cent re- 
ceived less than $15.00.^^ 

It is shown in Table II that Michigan occupies a middle posi- 
tion in the average monthly payment per case when compared 
with neighboring and comparable states; in three of these states 


TABLE II 

Average Monthly Payment Per Case for Categorical Aids in 
Selected States for the Month of January, 1944* 


State 

Old Age 
Assistance 

Aid to De- 
pendent Chil- 
dren Monthly 
Average 
Payment 
Per Family 

Aid to 
the Blind 

General 

Direct 

Relief 

California 

? 47 -iS 

$70.56 

^47. 26 

$30.74 

Illinois 

29-35 

32.46 

30.61 

30.32 

Indiana 

23-45 

33-83 

30.29 

19,79 

Iowa 

26.86 ■ 

26.85 

31*55 : 

19.28 

Michigan 

28-53 

59-81 

32.61 

29.30 

New York.. 

32.22 

66.16 

33*84 

41-52 

Ohio 

28 .02 

49-37 

24.76 

25.61 

Pennsylvania. . . . . 

28.28 

52.29 

29.76 

21.31 

Wisconsin 

26.78 

49.24 

26,91 

24.50 


^ Sodai Security Bull, 7, No. 3 (1944). 


the average monthly payment for January, 1944, exceeded that 
in Michigan and in five states it was less. The increases in the 
payment to the aged are well over the amount necessary to 

F. F. Fauri, Acting Director of Michigan State Department of Social 
Welfare and Supervisor, State Bureau of Social Security, in The Detroit News^ 
May 19,1942. 

Mick Bureau of Social Lansing, November 20, 1944. 
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offset the rising level of living costs. With the leveling off of the 
old age case load and the availability of larger appropriations^ it 
should be possible to maintain adequate assistance for the aged. 

Financing 

Table in shows that the average monthly case load of old age 
assistance increased from 15,398 in 1936 to a high of 92,520 in 
1942, and then dropped to 89,472 in 1943. The state supervisor 
of social security attributed the reduction in the case load to the 
higher wages received by many families which made it possible 
to take care of their relatives, and to the employment of persons 
sixty-five years of age or over in private industry who w^ere 
formerly unable to support themselves.^^ 

Expenditures increased continuously from $3.0 million in 
1936 to I26.2 million in 1943. For the fiscal year 1942-43 the av- 
erage monthly case load was three thousand less than for the 
previous peak year, but owing to larger appropriations expendi- 
tures were increased over I4 million. 

Since 1936 the federal and state governments have partici- 
pated in the cost of old age assistance. As is shown in Table IV, 
the state has paid slightly more than one-half of the cost. The 
Federal Government matches funds furnished by the state, and 
in addition grants 5 per cent of total matched funds for state ad- 
ministration. The state expenditures include those for burials 
which are not matched by federal funds. 

AID TO DEPENDENT CHILDREN 

Special provision was first made for assisting dependent chil- 
dren in 1913 when the Michigan Mother’s Pension Law was en- 
acted. This law authorized county probate courts to provide for 
assistance of mothers who were unable to furnish proper care for 
their children.^® During the depression of the nineteen-thirties, 
many of the counties were unable to continue mothers’ pensions 
and it was not possible to obtain federal funds for this purpose 
because the law did not meet the requirements of the Social 

Mich. Social Welfare Comm. Biennial 1940-42, p. 35. 

P.A., 1913, No. 228. 
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Security Act. The State Emergency Relief Administration, 
which assumed the responsibility for a number of these cases, 
worked out a temporary plan in 1936 to obtain federal as- 
sistance for dependent children under the Social Security Act.^® 

TABLE IV 

Expenditures for Old Age Assistance in Michigan 
FROM Federal and State Funds* 

1935-1943 

(Thousands of Dollars) 


Year Ending 
June 30 

Federalf 

State { 

Total 

1934 




1935 


$ 363 

$ 363 

1936 

$ 1. 445 

1.523 

2,968 

1937 

3.445 

3.628 

7,073 

1938 

7,279 

7,668 

14,947 

1939 

7,821 

8,238 

16,059 

I 940 

8,045 

8,391 

16,436 

1941 

8,311 

9,101 

17,412 

194a 

10,627 

11,213 

21 ,840 

1 943 

12,867 

13.318 

26,185 

Percentage 

1934 




1935 


100.00 

100 

1936 

48.69 

51.31 . 

100 

1937 

48.71 

51.29 

100 

1938 

48 .70 

51-30 

100 

1939. 

48 .70 

51 -30 

100 

1940 

48.95 

51.05 

lOO 

1941 

47-73 


100 

1942. 

48.66 

51.34 

100 

1943 

49.14 

50.86 

100 


* Mich, Social Welfare Comm.yi^AA- 

t Includes federal grant to state for administration expenses. The amount furnished is 
5 per cent of total federal funds matched with state funds. 

$ Includes burial expenses which are not matched by federal funds. 

20 George F. Granger and Lawrence R. Klein, Emergency Relief in Michigan^ 
i933“39 (Lansing: [Mich. State Emergency Welfare Relief Comm.] 1939), 
pp. 9~io; Cf. Mich. Emergency Relief Comm., Monthly Bull Public Relief 
Statistics^ Nov., 1936, p. 7. 
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In 1939 the Social Welfare Act was passed which provided for 
aid to dependent children under a state administered program 
to be financed jointly by the state and federal governments. 

When state and federal funds became available for aid to de- 
pendent children^ the county boards of supervisors gradually 
discontinued appropriations for mothers' pensions and allowed 
existing cases to be transferred to the state program. This trans- 
fer was hastened by a provision in the Probate Code of 1939 pro- 
hibiting the payment of mothers' pensions unless the county 
board of supervisors had made an appropriation for that pur- 
pose.^^ By September, 1940, mothers' pensions apparently had 
been discontinued in all of the eighty-three counties.^^ 

In order to qualify for aid to dependent children, the appli- 
cant must establish that the child or the mother has resided in 
the state for at least one year immediately preceding the date 
of application. In addition, it must be shown that the child has 
been deprived of parental support or care by reason of the 
death, continued absence from home, or physical or mental dis- 
ability of either or both of the parents, and is living in a suitable 
home with one or more of the following relatives : father, mother, 
grandfather, grandmother, brother, sister, stepfather, step- 
mother, stepbrother, stepsister, aunt, or uncle. The home in 
which the child lives must meet the standards of care and health 
determined by the State Bureau of Social Security. The child 
must be under sixteen years of age or under eighteen years if 
regularly attending school. By action of the Michigan Social 
Welfare Commission the restriction on the amount of personal 
property which a dependent child and parents may own and yet 

1939, No. a88, Chap. XII, sec. 23. 

Arthur Dunham, Spencer R. Gordon, Albert R. Renwick, Margaret F, 
Gordon, Edward Dalton, Public Relief in Three Michigan Counties^ The Re^. 
port of a Study of Public Relief in Houghton^ Antrim^ and Hillsdale Counties^ 
Michigan (Detroit: Univ. Mich., I nstit. Public and Social Admin., 1940), 
p. 57. (Study conducted under the auspices of the Brookings Institution, 
Washington, D. C.) 

P.A.^ 1939, No. 280, sec. 56, as amended by 1943, No. 208. 
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qualify for assistance was raised to coincide with that applicable 
to recipients of old age assistance.^® The law provides that the 
probate court shall remain responsible for the care and protec- 
tion of any dependent child who is not eligible for aid under the 
Social Welfare Law. 

Benefits 


The amount of assistance to be given to the family of a de- 
pendent child is determined by the County Bureau of Social Aid 
in accordance with the rules and regulations of the State Bureau 
of Social Security. In determining the amount of aid, considera- 
tion must be given to the circumstances surrounding the case, 
the resources of the family, and its necessary expenditures. The 
amount of aid to be given when added to the income and other 
support available to the child must be sufficient to provide 
^Teasonable subsistence compatible with decency and health.’’^^ 
No maximum amount which the state will pay for the support 
of a dependent child has been established by law, but the 
amount which the Federal Government is obligated to furnish 
is limited to one-half of the amount spent by the state up to $iS 
per month for the first child and for each additional child 
in the same family. The Michigan Social Welfare Commission 
establishes maximum amounts from time to time, which may 
be paid to families of varying sizes from state and federal funds. 
The following schedule was in effect as of February, 1944:^^ 


Number OF Eligible Maximum Monthly 

Children in Family Benefits 


1 ?So 

2 59 

3 68 

4.. -- 77 

5 86 

6.. 95 


In excess of 6, fe.oo for each additional child. 

The commission reported that funds distributed in 194a accord- 

^ [Mich. Social Welfare Comm.], “New Factors Affecting Michigan's So- 
cial Security Programs," Mich, Welfare Rev.y i (1943): 9“ii. 

P.yf., J939, No. c8o, sec, 56. 

MicL Bureau of Social Security (Lansing) , Nov. 20, 1944. 
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ing to the established schedule were not sufficient to meet the 
needs of the more destitute families, and these were compelled 
to apply for general relief. In order to provide more adequate 
benefits for dependent children, it was necessary for the com- 
mission to raise maximum benefit limitations substantially 
above those governing reimbursements allowed by the Social 
Security Act. The commission recommended that federal par- 
ticipation be increased and that sufficient state funds be appro- 
priated to permit abolition of the maximum schedule and to 
place the payment of benefits on the basis of family budgetary 
needs.^® 

The average monthly case load for dependent children in- 
creased from 7,715 families in 1937 to a high of 21,360 in 1942, : 
and dropped to 13,656 in 1944-^^ According to the Michigan So- 
cial Welfare Commission, this decline in the case load reflects 
greater prosperity among the families with whom dependent 
children were living. The average payment per family increased 
from ?34 .o 6 in 1937 to $58.90 in 1944.^® Michigan was third from ; 
highest in a list of nine comparable states in the monthly aver- ; 
age payment per family for January, 1944.^® 

Financing 

The total annual expenditures increased from $3.2 million ini 
1937 to $11.4 million in 1942, and declined to $10.7 million ini 
1943.®® The cost of the program for aid to dependent children is! 
shared by the federal, state, and local governments as indicated 
in Table V. For the period 1937-44 the state paid an average of 
57.4 per cent of the cost, the Federal Government 35.4 per cent^ 
and the counties 7.2 per cent. For this period there was little 
deviation from the average, but in 1944 the ratios changed to 68 
per cent, 28 per cent, and 4 per cent, respectively, as the result 
of a substantial increase in the maximum monthly payments ah 

^ Mich. Social Welfare Comm. Biennial Rept., 

27 See Table III, p. lo. 

2s See Table III, p. 10. 

2® See Table I, p. 8. 

22 See Table II, p. 9. 
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lowed to families.^^ The social welfare law permits any county 
to share the cost of the categorical aids. The state has offered 
to match supplementary funds contributed by any county for 

TABLE V 

Expenditures for Aid to Dependent Children in Michigan from 
Federal, State, and Local Funds* 

1937-1944 


(Thousands of Dollars) 


Year Ending 
June 30 

Federal t 

State 

i 

Local 

Total 

1937 

11,151 

,762 

$ 240 

1 3 ,iS 3 

1938 

1,877 

2.87s 

391 

5 , 143 ' 

1939 

2,123 

3,252 

442 

5,817 

1940 

2,707 

4,687 

459 

7,853 

1941 

4.047 

5,391 

848 

10,286 

1942 

4,276 

6,126 

1,009 

II ,411 

1943 

3,651 

6,253 ; 

77 S 

10,679 

1944 

3,002 

6,648 

489 

18,139 


Percentages 


1937 

36.5 

55-9 

7-6 

100 

1938 

36.5 

55-9 

7.6 

100 

1939 

36.5 

55*9 

7.6 

100 

1940 

34-5 

59-7 

5-8 

100 

1941 

39-4 

52,4 

8.2 

100 

1942 

37-5 

53-7 i 

8.8 

100 

1943 

34-2 

58.5 

7.3 

100 

1944 

29 . 6 

65.6 

4.8 

100 

Average 

35-4 

57-4 

7.2 

100 


"^ Mkh* Social Welfare Comm, 

t Includes federal grant to state for administrative expenses; the amount furnished is 5 per 
cent of total federal funds matched by state funds. 


the support of dependent children, and many counties have 
taken advantage of this offer 

State Dept, Social Welfare ^ Lansing^ 1944. 

F. F. Fauri, Acting Director, Michigan State Department of Social Wel- 
fare and Supervision, Michigan Bureau of Social Security, Letter, dated March 
22. 1945 - 
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AID TO THE BLIND 

Dependent blind persons were given special aid for the first 
time in 1936 when a temporary plan was set up by the State 
Emergency Welfare Relief Commission to take advantage of 
grants-in~aid provided by the Federal Social Security Act.^^ 
Prior to that year dependent blind were treated the same as 
other indigent persons, except for a limited number who were 
given training in the Employment Institute for the Blind. Un- 
der the temporary plan, responsibility for the administration 
was placed on the county emergency relief commissions subject 
to the supervision and policies of the State Emergency Relief 
Commission, The Social Welfare Act of 1939 provides financial 
assistance for the indigent blind, and as previously indicated, 
the administration of this service is centered in the State Bureau 
of Social Security which operates locally through county bu- 
reaus of social aid. 

Eligibility^^ 

In order to be eligible for aid it must be established that the 
applicant is a person who (i) is blind or whose vision is so defec- 
tive that with the aid of glasses he Is unable to perform the or- 
dinary activities for which sight Is necessary, (a) is at least six- 
teen years of age, (3) has resided in the state at least five years 
of the nine years preceding the date of his application and one 
year immediately preceding his application, or lost his sight 
after having become a resident of the state, (4) is not receiving 
old age assistance, (5) is not an inmate of any municipal, county, 
state, federal, or private institution at the time of receiving aid 
or being maintained by any of these institutions,^^ (6) is not, 
because of his physical or mental condition, in need of continu- 
ous institutional care, (7) does not solicit alms during any pe- 
riod while receiving aid, (8) has not divested himself of any 

George F. Granger and Lawrence R, Klein, op, «/., pp. ^-iQ, See p. 45 
for a description and discussion of the rehabilitative and educational services 
for the blind, 

3 “* P.^., 1939, No. a8o, sec, 57. 

An inmate of any of the institutions listed may make application for aid 
but no payments may be made until the applicant is released. 
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property or income from property for the purpose of qualifying 
for assistance, (9) has not conveyed his property in considera- 
tion of receiving support to a person who is living and able to 
fulfill such obligation. Restrictions on the ownership of personal 
property are the same as for recipients of old age assistance.®® 

Benefits 

The Michigan Social Welfare Law has laid down no specific 
requirements controlling the amount of assistance to be paid to 
an indigent blind person. The Bureau of Social Aid determines 
the amount in accordance with rules and regulations issued by 
the State Bureau of Social Security. No maximum payment has 
been fixed by law, but the Federal Government will match state 
funds up to a maximum of $40.00 per month.®^ The monthly av- 
erage payment per case increased from $22.65 ™ ^937 I32-55 

in 1944.®® In December of 1943, 30.3 per cent of the cases were 
receiving $40.00 per month, and this percentage had probably 
increased slightly by June, 1944.®® In January of 1944 Michigan 
ranked third from highest when compared with neighboring and 
other comparable states with respect to monthly average bene- 
fits.®® Grants to blind persons are larger in the majority of cases 
than those to the aged because there is more complete de- 
pendency of the blind than is usually experienced by aged 
persons. 

Beginning in 1942, the bureau agreed to pay from state funds 
a standard examination fee of $5.00 to recognized ophthalmolo- 
gists and to meet the costs incurred in transporting applicants 
to places of examination. 

Financing 

The monthly average case load increased steadily from 386 in 
1937 to 1,358 in 1943 and then declined to 1,281 in 1944.®^ The 

See p, 7. 

Social Security Act, Title X, sec. 1003^2 ; U. S. Code^ Title 4a, Chap. 7, 
Subchap. X, sec. 12.03. 

See Table I, p. 8. 

Mich. Social Welfare Comm. Biennial Kept.., 1942-44, p. 20. 

See Table II, p. 9. 

Ibid. 
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large increases in the earlier years of this period may be at- 
tributed mainly to the transfer of cases from general relief to the 
categorical aids. Total annual state and federal expenditures 
for the needy blind increased from $104,622 in 1937 to $492,046 
in 1943. These expenditures were shared equally by state and 
federal governments. The Michigan Social Welfare Commission 
reported in 1942 that appropriations for aid to the blind had 
been sufficient to cover only minimum subsistence and that no 
funds were available for corrective treatment. In 1943 addi- 
tional funds were made available for treatment of blind persons 
whose vision may be restored or improved. In 1944 the average 
monthly payment to the blind was 10 per cent higher than that 
for 1942. 

General Relief 

The term general relief as used in this study includes outdoor 
relief, indoor relief, and work relief, and excludes soldiers' relief 
and the federally aided categories consisting of the aged, de- 
pendent children, and the blind.^^ Outdoor relief consists of cash 
or kind disbursements to indigent families living in their homes 
to cover the cost of food, clothing, shelter, and medical atten- 
tion. Indoor relief provides indigents with care and treatment 
in an institution. Work relief is the furnishing of assistance to 
persons on the basis of need in the form of wages paid for work 
on projects financed from public funds. Administration and 
financing of general relief have been considered in another Bu- 
reau of Government publication, and will be reviewed here 
briefly for the purpose of indicating its relation to the scheme of 
social security in Michigan.^^ 

Mich, Bocial Welfare Comm, Biennial Rept,^ i940-'42, p. 8. 

General relief as defined above should be distinguished from the term 
'‘direct relief” as used in the reports of the Michigan Social Welfare Com- 
mission. The latter term includes relief described in the law as "unemploy- 
ment relief and poor relief, including medical care other than hospitalization, 
and relief for destitute persons lacking residence.” The state aids in financing 
these forms of relief but the counties determine eligibility, form, and amount 
granted, P,A.^ 1939? No. 280, sec. 55^2. General relief includes direct relief and, 
in addition, themalntenance of infirmaries and adult hospitalization, which 
are financed entirely from local funds. 

Frank M. Landers and Claude R. Tharp, Administration and Financing 
of Public Relief (^Knn Arbor; Univ. Mich. Bur. Govt., 1942). 
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SUMMARY OF DEVELOPMENT 

Prior to 1931 local governmental units and private charitable 
agencies were almost the exclusive sources of public relief for 
indigent persons. Inasmuch as these agencies were unable to 
meet emergency demands during the depression of the 1930’s it 
was necessary for the Federal Government to assume a large 
part of the responsibility for this service. 

The period, 1931-39, was one of rapid change and experi- 
mentation in the organization of public relief. The first impor- 
tant change was the creation of the State Unemployment Com- 
mission in 1931, to co-ordinate relief activities throughout the 
state. The next year the Federal Government participated in 
financing public relief by making loans to the state. In 1933 it 
was necessary to make federal grants to the state for relief, and 
a state relief administration was organized to administer these 
funds. The Federal Government, in 1935, abandoned the policy 
of granting funds for all types of relief, and initiated a work 
program designed mainly for the relief of employable workers; 
in addition, it undertook a new program of federal grants-in-aid 
for public works and the categorical aids. As a result of these 
changes state and local governments were left entirely respon- 
sible for general relief. Between 1935 and 1939 there was a divi- 
sion of opinion and state policy was not settled regarding the 
organization for administering general relief. Local governments 
demanded a greater voice in the policies and administration of 
the program when faced with the necessity of bearing a greater 
portion of the financial load. 

The Social Welfare Act of 1939 continued the administration 
of the categorical aids at the state level, but responsibility for 
the administration of general relief was divided between the 
state and local governments. This represented a compromise 
between two groups holding opposite points of view. One of 
these groups favored control over the policies and administra- 
tion by an integrated state department of social welfare, and the 
other advocated local control with only limited powers of ad- 
ministration vested in the state department. The latter policy 
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was favored by the legislature and became a part of the new 
law. 

ADMINISTRATION 

Under the Social Welfare Act of 1939, as amended^ general 
relief is supervised on the state level by the Social Welfare 
Commission through a division designated in practice as the 
State Department of Social Welfare. A second division of the 
commission, the Bureau of Social Security, as explained previ- 
ously, is responsible for the administration of the categorical 
aids. These divisions were organized originally to operate inde- 
pendently of each other with separate heads, except that they 
had joint service departments for personnel, research and sta- 
tistics, information service, and accounting. In 1945 the law 
was amended permitting the commission to appoint one execu- 
tive to head both divisions and to have the title of director of 
the Department of Social Welfare. 

The principal functions of the State Department of Social 
Welfare in the administration of general relief are to allocate 
state funds to the counties to assist them in financing relief; to 
exercise general supervision over general relief; to supply forms 
and devise procedures to be used by the counties in reporting 
expenditures; to collect reports and maintain records; and to 
arbitrate disputes among the counties relative to legal settle- 
ment. 

The Social Welfare Act of 1939 provided for the creation of a 
county social welfare board at the local level to administer relief 
services. This board functions through a county department of 
social welfare. In a single county the board consists of three 
members, two of whom are appointed by the county board of 
supervisors and one by the Michigan Social Welfare Commis- 
sion, except in Wayne County where one member is appointed 
by the county board of supervisors, representing local units 
outside Detroit, a second by the board of county auditors, and 
a third by the Michigan Social Welfare Commission. Two or 
more counties may establish a district board of social welfare, 
one of which is appointed by the Michigan Social Welfare Com- 
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mission and two by the board of supervisors of each county 
within the district.^^ Cities of more than 300^000 population 
(Detroit) may create and operate a city department of social 
welfare separate from that of the county. 

County or district social welfare boards have complete and 
final jurisdiction over the form, granting, and amount of gen- 
eral relief to applicants. The county department administers 
infirmaries (almshouses) under the general supervision of the 
State Department of Social Welfare, except in Wayne County 
where the infirmary is controlled by the Wayne County Board 
of Institutions, composed of five members, three of whom are 
appointed by the County Board of Supervisors and two by the 
Board of County Auditors. The county department is also re- 
sponsible for the hospitalization of dependent, afflicted adults. 

As has been pointed out in a previous study of the Bureau of 
Government, the Social Welfare Act passed in 1939 permits 
wide variation in the organization for administering public as- 
sistance on the local level. The act merely provides that a di- 
rector of the county department of social welfare may be ap- 
pointed by the county board of social welfare. Under this pro- 
vision boards in a few counties have elected not to appoint a 
director and the members engage directly in administrative 
activities on a full-time salaried basis. In many counties a mem- 
ber of the board serves as director. Under such organization 
members of the board are permitted to serve in the dual capac- 
ity of determining policy and carrying out their own decisions 
as administrative employees. In a number of counties the board 
appoints a nonmember as a director and in this manner sepa- 
rates the policy forming and ministerial duties of the depart- 
ment. 

Various degrees of integration of public relief administration 
exist in the organization of county departments of social wel- 
fare. First, a county department of social welfare may be estab- 
lished, headed by one executive with a single staff who adminis- 
ters both general relief and the categorical aids. Under this plan 

To date (Jan. i, 1945) no district departments of social welfare have been 
organized. 
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the entire staff, including the executive head, would be selected 
under state civil service. Even this plan would not be complete 
integration inasmuch as soldiers’ relief is administered by an 
independent local commission. 

A second plan of organization permitted under the law is a 
partially integrated department with a single head selected un- 
der state civil service to administer both general relief and the 
categorical aids with the aid of two separate staffs. One staff, 
approved by the county department of social welfare, adminis- 
ters general relief, with the exception of soldiers’ relief; the 
other, selected under state civil service, is responsible for the 
categorical aids. 

A third type, and the one in most general use, consists of two 
entirely separate agencies one of which is headed by a director 
of social welfare who administers general relief, except soldiers’ 
relief, with a staff approved by the county board of social wel- 
fare, and the other by a supervisor of social aid who administers 
the categorical aids with a staff selected under state civil serv- 
ice. 

ELIGIBILITY AND BENEFITS 

The Social Welfare Act charges the county department of so- 
cial welfare with the duty of furnishing general relief to any in- 
digent person within the state.^® Nonresidents, however, are en- 
titled to only temporary emergency relief, and if no other funds 
are available for this purpose, the department may pay trans- 
portation expenses of such person to the state or county of his 
residence. Veterans and persons entitled to categorical relief 
may obtain temporary aid while establishing their eligibility 
for special types of assistance. 

County departments of social welfare are authorized by law 
to furnish infirmary service for indigent persons who, because of 
chronic disability or infirmity of age, require institutional care. 
Sixty-eight of Michigan’s., eighty-three counties maintained 
such infirmaries in 1944.^^ It is the duty of the Department of 

Work relief may be furnished by the county department of social wel- 
fare. ■' ■ ■ ■ ' ' 

MhL Social Welfare Comm. Biennial Kept. ^ i942-'44, pp. 28, 40. 
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Social Welfare to inspect county infirmaries with a view to pro- 
moting "‘proper^ efficient, and humane administration.” Inspec- 
tions are made on an average of once each year, and after each 
inspection the state department makes a report to the county 
department of social welfare containing its recommendations of 
improvements deemed necessary and indicating whether mini- 
mum requirements have been met. The state department is em- 
powered to institute legal proceeding to enforce its recommen- 
dations. 

In addition to infirmary service, hospitalization is provided 
for indigent, afflicted adults who would remain public charges, 
or who may become dependent upon the county unless given 
treatment requiring special skill and facilities. The afflictions 
mentioned in the law as qualifying persons for hospitalization 
are severe physical injury, acute disease, or physical injury re- 
quiring a major operation, and pregnancy in the absence of 
financial ability to meet the expenses of surgical and medical 
treatment. This service excludes hospitalization of the tubercu- 
lar, insane, feeble-minded, epileptic, venereally infected, and 
those suffering from dangerous communicable diseases. 

Beginning in 1935, several congregate shelter camps for 
needy single or unattached persons were established in different 
cities of the state. Because of improved economic conditions, 
the number of shelter camps has been gradually reduced so that, 
by 1944, the State Department of Social Welfare was operating 
only two men’s camps. In these camps, as well as on county 
farms operated in connection with infirmaries, able-bodied re- 
cipients of relief are permitted to work to the extent they are 
able. 

From 1937 to 1941 the general relief average monthly pay- 
ment remained at about ^22; subsequently the average rose 
steadily and by 1944 it had increased to $29.94.^^ Michigan has 
been fairly liberal in its allowance of general relief as compared 
with the neighboring and other comparable states shown in Ta- 
ble IL Of the nine states compared, Michigan was exceeded only 
by Illinois, California, and New York.^® 

See Table I, p. 8. 

See p. 9. 
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FINANCING 

The county pays the entire cost of infirmariesj adult hospitali- 
zation, and local administration of general relief, and the state 
guarantees to each county sufficient funds to meet at least 50 
per cent of the balance of relief costs. The state may assume 
more than 50 per cent or even the entire burden in counties 
where relief needs are disproportionately heavy in relation to 
their financial resources. It may be seen from Table VI that for 
the twelve-month period ending March 31, 1944 the state paid 
50 per cent of the relief costs in sixty-four counties. In the re- 
maining nineteen counties the range was from 60 per cent in two 
counties to 95 per cent in one county.*® In determining the 
amount of funds to be allocated, the Michigan Social Welfare 
Commission is required by law to take into consideration the 
need and fiscal capacity of the county. Need must be estab- 
lished by the experience of the county during the previous year; 
fiscal capacity is determined on the basis of financial resources 
during the preceding year. 

TABLE VI 

Apportionment of General Relief Funds in Michigan 
TO State and Counties* 

November i, 1943 to March 31, 1944 


Number of 
Counties 

Percentage Paid 
by County 

Percentage Paid 

1 by State 

64 t 

50 

50 

1 

40 

60 

5 

25 

75 ■ ■■ 

4 

20 

So 

4 ^ 

15 

, 35 T'':' ■ 

■ 3 

10 

■■ .90'', 

I 

5 

^95 . 


Mick. State Dept, of Social Welfare, 

t The City of Detroit, which constitutes a department of social welfare separate from the 
county, is on a 50-50 basis. 


Net expenditures for county infirmaries for the fiscal year 
ending June 30, 1944 amounted to The State De- 

Mich, State Dept, of Social Welfare^ Lansing, Michigan. 

Mich, Social Welfare Comm,^ Biennial Rept,^ 1942-44, p. 30. 
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partment of Social Welfare has estimated that for the fiscal year 
1943-44 ^2,745,836 was spent by counties for hospitalization of 
afHicted adults in private and public hospitals other than in- 
firmary units and that $917,849 was paid for this service in hos- 
pital units, wings, or wards of county infirmaries, making a total 
of $3,663,685.^2 xhe Michigan Social Welfare Commission has 
recommended that the law be amended to permit the use of 
state funds for the hospitalization of afflicted adults. Under the 
present law state funds can be used to provide medical care 
only when the patient remains in his home, and, because of this 
situation, afflicted adults in certain poor counties are unable to 
obtain necessary treatment in a hospital or institution. 

The annual amount spent by the state and local governments 
for general relief has fluctuated considerably since 1930 owing 
to changes in economic conditions and governmental policies. 
Since 1929 the cost has risen sharply with the result that in 
1932 it was necessary for state and local governments to borrow 
from the federal government to supplement local funds. By 
1933, already mentioned, local revenues were no longer ade- 
quate to meet the increasing demands for relief, and the Federal 
Government decided to participate directly in the financing and 
administering of this function. By the end of the fiscal year 
1933-34, as shown in Table VII, 68 per cent of general relief 
was being financed by federal grants. For the fiscal year 1934- 
35 this percentage increased to 71.9 per cent. After 1936 federal 
grants were no longer available for general relief. 

The monthly average case load for the fiscal year I933'“34 
was 13I3875 and expenditures amounted to $29.6 million.^® Dur- 
ing the same year, the monthly average case load carried by 
work relief programs was 94,930 involving expenditures of 
$60.3 million. General relief reached an all-time high for the 
fiscal year 1934-35 with an average case load of 165,961 and 
expenditures amounting to $45.6 million. 

The Works Progress Administration (W.P.A.) began opera- 
tions in November, 1935, and many general relief cases were 

See Table III, p. 2.7. 
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TABLE VII 

Federal, State, and Local Expenditures for General Relief*^ 

1934-1943 

(Thousands of Dollars) 


Fiscal Year 





Ending 
June 30 

Federal 

State 

Local t 

Total 

1934 

Jao,i54 

$ 7.635 

; $ I ,805 

^29,594 

^935 

3^.795 

6,887 

5.930 

45.612 

1936 

16,203 

8,177 

5,193 

30,173 

1937 


13.798 

7,345 

21,143 

1938 


21 ,305 

11,729 

33,034 

1939 


15.477 

7,393 

22,870 

1940 


9.490 

II ,201 

20,691 

1941 


7.480 

9,738 

17,218 

1942 


5.748 

7,794 

13,542 

1943 


3.731 

5,339 

9,070 


Percentages 


1934 

68.1 

25.8 

6.1 

100 

1935 

71.9 

I 5 -I 

13.0 

100 

1936 

53-7 

27 .1 

19.2 

100 

1937 


65-3 

34-7 

100 

1938 


64.5 

35-5 

100 

1939 


67.7 

32.3 

100 

1940 


45-9 

54.1 

100 

1941 


43-4 

56.6 

100 

1942 


42.4 

57.6 

100 

1943 


41. 1 

58.9 

100 


* Midi. State Dept, of Social Welfare. 
t Does not include expenditures for soldiers’ relief. 


transferred to that program. As a result of this change in policy 
the average case load for general relief dropped to 109,454 and 
expenditures declined to $ 30.1 million. A sharp increase oc- 
curred in the case load within the fiscal year 1937-38 as a result 
of a sudden business recession. The number of cases rose from 
a level of 37,530 in September, 1937, to 161,210 in March, 1938, 
an increase of 330 per cent in six months; the average case load 
increased to 95,986 and expenditures rose to $34.6 million. The 
Works Progress Administration (W.P.A.) began to assign em- 
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ployable persons to the work program from the outset of the 
recession with the result that in August, 1938, this agency was 
carrying a peak load of two hundred thousand workers. The 
general relief load began to decline toward the end of March and 
by August it was down to one hundred thousand cases. Prob- 
ably no better example could be cited of the possibilities of a 
flexible work program in the management of a sudden expansion 
in the volume of unemployment than was afforded in Michigan 
during the business recession. 

The fiscal year 1938-39 witnessed a substantial decline in the 
expenditures and average case load carried by the general relief 
program. By 1942-43 the average case load had declined to 21,- 
209 which was 75 per cent below that for year 1938-39; ex- 
penditures dropped to I9 million, a reduction of 62 per cent. 

The all-time high for the several types of public assistance in- 
cluding work relief cases occurred in the fiscal year 1938-39 
when the total monthly average rose to 324,307 and expendi- 
tures to I151.8 million. By 1942-43 the average case load had 
dropped to 138,233 and expenditures to $52.6 million, a decline 
of 57 per cent and 65 per cent, respectively, from the peak 
year. 

The work relief program was the largest single factor respon- 
sible for the decline in general relief in the period from 1936 to 
1941. A second influence of this period was the increased ex- 
penditures for the categorical aids. During 1942 and 1943 the 
dominating influence causing a reduction in general relief rolls 
was the demand for workers in wartime industries. 

The Work Projects Administration, successor to the Works 
Progress Administration, was liquidated in June 1943. For the 
six months’ period preceding the liquidation date, only 869 per- 
sons applying for general relief based their claims on the loss of 
W.P.A. employment. This was a much smaller number than 
had been predicted by many local officials. It is probable that 
the majority of these applicants were handicapped by physical 
disabilities or infirmities of age which restricted their employ- 
ment opportunities. 
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Soldiers' Relief®^ 

Public assistance in the form of soldiers' relief^ was first 
authorized by general law in 1899.^^ This act as amended pro- 
vides that any county may furnish relief for the following classes 
of veterans and dependents: (i) honorably discharged indigent 
soldiers, sailors, marines, and women's auxiliaries of all wars and 
military expeditions in which this country has participated, 
(2) indigent wives, widows, mothers, and minor children of such 
indigent or deceased veterans, and (3) indigent wives and 
children of soldiers, sailors, and marines, and the indigent chil- 
dren of nurses and women's auxiliaries before their discharge 
from service in World War 11 and during its continuance. 

The probate judge is charged with the duty of appointing a 
soldiers' relief commission consisting of three residents of the 
county. At least two members of the commission must be 
honorably discharged soldiers, sailors, or marines of the United 
States Army or Navy, one of whom served in the Spanish- 
American War and the other in World War I. As of January i, 
1945, seventy five commissions had been created, but of this 
number five reported little or no activities. The county social 
welfare board has no control over soldiers' relief, but the law 
vests in the State Department of Social Welfare the power of di- 
rection and control of soldiers' relief commissions. The state 
department has exercised but slight supervision over the com- 
missions. Upon request of the department, commissions report 
their expenditures and field representatives maintain some con- 
tact with them.®® 

The law does not describe the nature of relief to be furnished 
to veterans and to meet this deficiency the Michigan Soldiers' 
Relief Association was organized in 1941. The association 

statistical data relative to soldiers^ relief presented in this section 
was furnished by F. F. Fauri, Acting Director, Mich. State Dept, of Social 
Welfare, Letter, dated January 30, 1945. See p. 114 for summary and con« 
elusion covering soldiers* relief. 

C.L., 1929, sec, 854, et seq.; as last amended by P./f., extra session, 1944, 
No. 23. ' ■■ . 

F. F. Fauri, Letter, Jan. 30, 1945; 
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adopted a constitution regulating the administration of relief 
in accordance with state and federal laws.®^ In some counties the 
Soldiers' Relief Commission furnishes rehabilitative services to 
veterans^ and assists them in maintaining relations with the 
State Veterans Administration and in obtaining federal hos- 
pitalization. 

The county board of supervisors has power to levy a special 
tax for soldiers' relief. The amount that may be levied is within 
the discretion of the county board of supervisors up to the legal 
limitj which must not exceed one-tenth of one mill on each dollar 
of assessed valuation except in cases of emergency when it may 
be raised to two-tenths of one mill. Appropriations reported by 
the commissions for 1945 ranged from $150 in Montmorency 
County to $10,620 in St. Clair County. 

Emil E. Gansser, President, Michigan Soldiers’ Relief Association, Letter, 
dated January 26, 1943 (Grand Rapids). 
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' WELFARE SERVICES FOR CHILDREN AND 
HANDICAPPED PERSONS 

Child Welfare 

Child welfare includes a group of related services for the care, 
protection, and well-being of children. The main objective of 
these services is to provide a home or environment which will 
permit the child to lead a normal life, and to develop his abilities 
to the greatest possible extent. The administration and financing 
of the several types of child welfare will be examined in the 
following sections. 

MICHIGAN SOCIAL WELFARE COMMISSION^ 

The Social Welfare Act provides that it shall be the duty of 
the State Department of Social Welfare “to assist in the de- 
velopment of sound programs and standards of child welfare by 
public organizations throughout the state; to co-operate with 
private child welfare organizations in programs mutually agreed 
upon; and to provide a service of consultation and assistance to 
the juvenile probation service of the probate courts. . . . 

A children's division headed by a supervisor has been created 
within the State Department of Social Welfare to administer 
certain child welfare services. 

Field Consultants 

One of the important services furnished by the children's 
division is consultation by trained specialists with public of- 
ficials and agencies responsible for child welfare, including pro- 
bate judges, county agents, public schools, and county depart- 
ments of social welfare. This service has been expanded in recent 
years to meet the problems growing out of dislocations in home 
conditions incident to the war. Consultations held relate mainly 
to child delinquency, dependency, neglect, illegitimacy, and 

^ Mich. Social Welfare Biennial Rept.y 1940-42; I942-44. 

2 P.A.^ 1939, No. 280, sec. I4r. 
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adopted a constitution regulating the administration of relief 
in accordance with state and federal laws.^^ In some counties the 
Soldiers' Relief Commission furnishes rehabilitative services to 
veterans^ and assists them in maintaining relations with the 
State Veterans Administration and in obtaining federal hos- 
pitalization. 

The county board of supervisors has power to levy a special 
tax for soldiers' relief. The amount that may be levied is within 
the discretion of the county board of supervisors up to the legal 
limit, which must not exceed one-tenth of one mill on each dollar 
of assessed valuation except in cases of emergency when it may 
be raised to two-tenths of one mill. Appropriations reported by 
the commissions for 1945 ranged from $ 1^0 in Montmorency 
County to $ 10^620 in St. Clair County. 

Emil E. Gansser, President, Michigan Soldiers’ Relief Association, Letter, 
dated January 26, 1943 (Grand Rapids). 
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WELFARE SERVICES FOR CHILDREN AND 
HANDICAPPED PERSONS 

Child Welfare 

Child welfare includes a group of related services for the care, 
protection, and well-being of children. The main objective of 
these services is to provide a home or environment which will 
permit the child to lead a normal life, and to develop his abilities 
to the greatest possible extent. The administration and financing 
of the several types of child welfare will be examined in the 
following sections. 

MICHIGAN SOCIAL WELFARE COMMISSION^ 

The Social Welfare Act provides that it shall be the duty of 
the State Department of Social Welfare “to assist in the de- 
velopment of sound programs and standards of child welfare by 
public organizations throughout the state; to co-operate with 
private child welfare organizations in programs mutually agreed 
upon; and to provide a service of consultation and assistance to 
the juvenile probation service of the probate courts. . . . ”^ 

A children’s division headed by a supervisor has been created 
within the State Department of Social Welfare to administer 
certain child welfare services. 

Field Consultants 

One of the important services furnished by the children’s 
division is consultation by trained specialists with public of- 
ficials and agencies responsible for child welfare, including pro- 
bate judges, county agents, public schools, and cpunty depart- 
ments of social welfare. This service has been expanded in recent 
years to meet the problems growing out of dislocations in home 
conditions incident to the war. Consultations held relate mainly 
to child delinquency, dependency, neglect, illegitimacy, and 

^ Mich. Social Welfare Comm., i 942,-44* 

2 I939j No. 28O5 sec. 14A , , 
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adoptions. The larger proportion of these consultations are with 
the public schools, probate judges, and county agents. For the 
quarter ending June 30, 1943, 26 per cent of the problems with 
which consultants were concerned involved dependency, 25 per 
cent related to delinquency, 16 per cent to neglected children, 
7 per cent to illegitimacy, and the remaining 26 per cent to 
miscellaneous questions pertaining to child welfare. Included 
also in the duties of consultants is the furnishing of information 
to local communities relative to the various services available 
to children with physical, mental, and emotional problems, and 
assistance in arranging for such services when needed. In 1944 
there were eight consultants employed by the division. 

County Children's Service 

The children’s division furnishes trained child welfare workers 
to counties. This service is given only when requested by some 
local public agency and where it is clearly indicated that the 
child welfare program will be actively supported. As of Novem- 
ber I, 1944 thirty-one children’s workers had been placed in 
twenty five counties and as of June 30 of the same year, 1,076 
children were receiving service. Counsel and referral services 
are now available in the children’s service for those affected 
with venereal diseases. This feature is operated in co-operation 
with the new rapid treatment centers recently established in 
the state. 

County children’s services are financed in part by the Federal 
Government under Title V, Part III of the Social Security Act 
which provides that federal funds allotted to the states “shall be 
expended for payment of part of the cost of district, county, and 
other local child welfare services in areas predominantly rural 
and for developing future service for the encouragement and 
assistance of adequate methods of community child welfare 
organization in areas predominantly rural and other areas of 
special need.” The federal-state program is conducted on a basis 
of plans developed by the Michigan Social Welfare Commission 
in co-operation with the Children’s Bureau of the United States 
Department of Labor. 
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Supervision of Child Care and Placement 

The children’s division is charged with the duty of investigat- 
ing and licensing annually all child welfare agencies and board- 
ing homes. The division holds conferences and carries on cor- 
respondence with child caring and placing agencies for the 
purpose of assisting and encouraging them in maintaining 
proper standards. As a wartime service the division has assisted 
local communities in creating and maintaining day care for 
children of mothers employed in industry. Particular interest 
has been taken in community education, privately operated 
day-care centers, and the establishment of foster day care. 
Local day-care committees have been organized to consider 
service problems involving the education and care of children, 
and to plan methods of meeting them. At present district field 
consultants are responsible for community organization of day 
care. 

In addition to the above service the division has been assigned 
the duty of inspecting county juvenile detention homes. Stand- 
ards have been developed for the care of children in detention 
homes approved by the State Probate Judges’ Association, and 
these are made available for the guidance of local officials. There 
is a growing tendency to use selected boarding homes for the 
detention of children. In the opinion of the Michigan Social 
Welfare Commission this practice not only produces better re- 
sults, but is less expensive. The duty of inspecting juvenile de- 
tention homes has been assigned to field consultants in their 
respective districts. 

It requires an investigation and approval by the State De- 
partment of Social Welfare before a child-placing agency of 
another state can place a child in Michigan, and arrangements 
must be made for supervision following such placement. Child 
welfare agencies and county agencies in Michigan co-operate in 
bringing about prompt disposal of referrals of children from 
other states. 

The children’s division endeavors to improve the standards 
for adoption of children by studying home investigations re- 
ported by county agents and throtigh children’s consultants 
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who confer individually with probate judges and county agents. 
Special attention is given to children born out of wedlock in 
maternity homes and hospitals. 

FINANCING 

Expenditures for the special child welfare services from state 
and federal funds described in the above and subsequent sec- 
tions are shown in Table VIII. The cost of consultant services to 
child welfare workers is met largely from federal funds. In the 
period 1939-43 total annual expenditures increased nearly 
$30,000. In future years expenditures for county agents will be 
much larger as the result of an act passed in 1944 requiring 
counties of 30,000 population or more to employ full-time 
agents. 

TABLE VIII 

Expenditures for Child Welfare Services from 
State and Federal Funds* 

I 939-1 943 t 


Service 

1939 

1940 

1941 

1942 

1943 

Investigation and 
administration of 
child welfare serv- 
ices 

,804 

$32,919 






* j 


County agents’ sal- 
ary and expenses . . . 

80,903 

80,799 

$81,349 

?8o,86i 

$88,717 

Consultants’ service 



42,406 

47.992 

47.548 

Transportation of 
children to private 
institutions 


848 

178 

1,191 

709 

Service to children 
of working mothers 

, 




2,652 


.1 



Totals . . ..... .... 

$109,707 

$114,566 

$124,023 

$130,044 

$139,626 


* Michigan Auditor-Generalj 1939-43. 

t Federal grants were received by the state to assist in carrying on a child welfare program 
authorized by Title V, Part III, of the Social Security Act as follows: 1939, 130*626; 1940, 
^25,126; 1941, ?42,449; 294^* X943» 146,265. 
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JUVENILE INSTITUTE COMMISSION 

The Juvenile Institute Commission is responsible for the 
operation and supervision of the Michigan Children’s Institute 
located at Ann Arbor, the Boys’ Vocational School at Lansing, 
and the Girls’ Training School in Adrian. The commission con- 
sists of five members appointed by the governor with the con- 
sent of the senate for staggered terms of five years. i\lthough the 
commission is legally within the Department of Social Welfare, 
it operates independently and is responsible only to the 
governor. 

Michigan Children's Institute^ 

Michigan has provided for the care of normal, dependent, and 
neglected children since the establishment of the State Public 
School at Coldwater in 1874. In 1935 this school was succeeded 
by the Michigan Children’s Institute located in Ann Arbord 
The services furnished by the latter include home finding, child 
care and supervision, and child study and observation. A child 
under fourteen years of age of sound mind and body may be 
admitted to the Michigan Children’s Institute by order of the 
juvenile court if it can be shown (i) that such child has been 
abandoned by the parents or persons in parental relationship 
or is otherwise without proper custody and guardianship, or 
(2) that the child’s home is not a fit environment because of 
neglect, cruelty, drunkenness, or depravity on the part of the 
parents or persons in parental relationship. When admitted the 
child remains the ward of the state until nineteen years of age 
unless, before reaching this age, such child is legally adopted, 
restored to parents, is married, or becomes self-supporting. 

The home finding department investigates and recommends 
prospective boarding homes for children who have been ad- 
mitted to the institute. Facilities at headquarters of the insti- 
tute in Ann Arbor are used only temporarily while homes are 

® Michigan Children’s Institute, History and Organization (un- 

dated mimeographed memorandum); ihid,^ Statistical Report as of July /, 
794/ (undated mimeographed rept.); P./f., 1935, No. 220, as last amended 
by P,A., 1943, No* 207; extra session, 1944, No* 54. 

* P,J.^ 1935, No. aao. . 
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being found. The department endeavors to select homes which 
assure the child a normal home life and which offer the best 
possible opportunity for adjustment and future development. 
When individual families offer free adoptive homes, the in- 
vestigation is made by the county agent of the county in which 
the homes are located, and foster parents if accepted are re- 
quired to enter into an agreement with the institute. Boarding 
homes are licensed by the State Department of Social Welfare 
and recommended by the home finding department of the insti- 
tute or county agent. One to three wards may be placed in the 
same home, depending upon the size of the family and how well 
the individual child becomes adjusted to the group. On July i, 
I943 j there were i,oo8 children under the care of the institute, 
630 of whom were in boarding homes and 378 in free adoptive 
homes.® 

The department of child care and supervision, through its 
children’s counselors, assists in placing the child in a home, sees 
that he becomes adjusted to the new environment, and advises 
with the foster parents with respect to the child’s care. 

The institute is required by law to make studies of children 
referred to it by the judge of probate. The observation period 
ordered by the probate judge may not exceed thirty days except 
that upon the recommendation of the superintendent of the 
institute, it may be extended to one year. At the end of the 
observation period the superintendent submits an opinion to 
the probate judge on the best method of caring for the child. 

The Michigan Children’s Institute is financed by the state. It 
is shown in Table IX that the average number of children 
supported by the institute rose from 488 in 1937 to 606 in 1943, 
representing an increase of 24 per cent. In the same period 
expenditures increased from $192,077 to $249,693, or nearly 
30 per cent. The per capita daily expenditure for 1937 was 86 
cents and by 1943 it had risen to $1.13. In 1944 the legislature 
made a special appropriation of $115,000 for the use of the 
institute in finding foster homes for the 250 children on its 
waiting list. The amount paid to the boarding parents for the 

® C. F. Ramsey, Supt., Mich. Children’s Institute, Lftfer, Feb. 2, 1944. 
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care of a child varies; in 1944 the average was about $20 per 
month. The Institute pays for medical care of the child, but if 
adequate service cannot be obtained locally he is sent to the 
University of Michigan Hospital at Ann Arbor,® 


TABLE IX 

Expenditures by Michigan Children's Institute* 

1937-1943 


Fiscal Year 
Ending 

June 30 

Amount 

Average Number 
of Children 

1 

Daily Per 
Capita 
Expenditure 

1937 

$192,077 

488 

I0.86 

1938 

236,845 

556 

0.93 

1939 

218,406 

sss 

0.96 

1940 

205,939 

567 

0.96 

1941 

199,682 

570 

0.96 

194a 

221 ,460 

S87 

1.03 

1943 

249,693 

606 

I -LI 


* Michigan Auditor-General, Finajicial Reports^ 1937-43. 


Boys’ Vocational School and Girls’ Training School 

Michigan has provided for the care and education of delin- 
quent boys and girls since the founding of the House of Cor- 
rection for Juvenile Offenders in 1865. This institution has been 
designated successively as the State Reform School, the Michi- 
gan Industrial School for Boys, and finally in 1925 as the Boys’ 
Vocational SchoolJ The first separate school for delinquent 
girls was established in 1879 and was known as the Reform 
School for Girls; its name was changed to Girls’ Training School 
in 1925.® 

Any boy from twelve to sixteen years of age, inclusive, may 

®,0p. a/,, C. F. Ramsey. 

” C.Z., 1929, secs. 17802, 17815-38, as last amended by extra session, 
1944, No* 10. 

sC.Z., 1929, 17^33-3^9 I7^4C>-43, I7B45“*57, as amended by extra 

session, 1944, No. 12; Cf. Aneta B. Truman, Superintendent, Information 
Regarding Girls' Training Sckmly Adrian {undated typewritten memoran- 
dum)* 
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be committed by the probate court to the Boys’ Vocational 
School at Lansing if it can be shown that he has committed one 
or more of the following acts: (i) repeatedly associates with im- 
moral persons or frequents places used for illegal purposes; 
(2) wilfully and repeatedly violates school rules and regulations 
or fails to attend school as required by law; (3) deserts his home 
without sufficient cause or is repeatedly disobedient to the 
reasonable and lawful commands of his parents, guardian, or 
other custodian; (4) habitually violates federal, state, or munici- 
pal laws; or habitually idles away his time. Before admitting 
any boy to the school he must be given an examination and the 
fact established that he is free from any mental or physical de- 
fect that would be a menace to those already enrolled. 

Girls from twelve to sixteen years of age, inclusive, may be 
committed to the Girls’ Training School at Adrian by order of 
the juvenile division of the probate court. The grounds for com- 
mitting a girl to the school are substantially the same as those 
listed above for boys except that the law does not provide that 
she may be committed because of habitual idleness. Before any 
girl may be admitted to the school, she must be examined and 
found not to be pregnant and free of any mental or physical 
defect that would be a menace to girls already in attendance at 
the school. Girls can be held in the school until they are nineteen 
years of age, but they may be released at the discretion of the 
Juvenile Institute Commission before reaching that age. A girl 
seventeen years of age or over who proves to be wholly incor- 
rigible may be returned to the public authorities of the county 
from which she came. Any home in which a paroled or dis- 
charged girl accepts employment must be approved by the State 
Department of Social Welfare, the school’s parole officer, or 
some person appointed by the school. Girls on parole are super- 
vised by county agents even when living in their own homes.® 

The law provides that the Juvenile Institute Commission in 
conjunction with the Superintendent of Public Instruction shall 
prescribe a course of study in both the Girls’ Training School 
and the Boys’ Vocational School similar to that given in the 

® Aneta B. Truman^ op, cit, 
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public schools through the twelfth grade. It is the duty of the 
commission to provide the necessary instruction and equipment 
to train boys and girls for useful occupations. Boys may be 
formed into a cadet corps for ‘'gymnastic, athletic, and military 
training/' Girls receive training in useful arts, including domes- 
tic science. 

As indicated in Table X the average number of boys in 
residence at the Boys' Vocational School at Lansing declined 
from 554 in 1939 to 35a in 1943. For the first ten months of the 
fiscal year ending in 1944 the average had risen to 411. For the 
period 1939-43 the average number of boys on parole varied 
from a low of 226 in 1941 to a high of 363 in 1943. The annual 
expenditure for the same period ranged from $267,598 in 1940 
to $338>74I in 1942 and averaged $293,060 per year. 

TABLE X 

Average Number Enrolled in Schools for Delinquent 
Child REN j and Expenditures* 

1939-1943 

(The state schools for children at Lansing and Adrian are financed 
entirely from state funds.) 


Fiscal 
Year 
Ending 
June 30 

Boys’ Vocational School (Lansing) 

Girls’ Training School (Adrian) 

Average 

Number 

in 

Residence 

1 

Average 

Number 

on 

Parole 

1 Total 

Ex- 

pendi- 

tures! 

Average 

Number 

in 

Residence 

Average 

Number 

on 

Parole 

Total 

Ex.^ 

pendi- 

turesj 

1939 

554 ! 

308 

862 

274,546 

255 

230 

485 i 

163,962 

1940 

515 ■ i 

285 

800 

267,598 

235 

239 

474 

155,900 

1941 

454 

226 ■ 1 

680 

276,769 

232 

211 

443 

153,017 

1942 

407 

331 ^ 

73B 

338,741 

219 

186 

405 

180,554 

1943 


363 

715 

307,645 

245 

188 

433 

174,008 

I 944 t 

41.1 




269 





’“Number of pupils enrolled furnished by the Michigan Juvenile Institute Commission, 
dated June la, 1944; expenditures are from the annual Fimncial Reports of the Auditor- 
General of Michigan. . 
t For first ten months of fiscal year. 

I Includes expenditures for conveying pupils to the school. 

The average number of girls in residence at the Girls’ Train- 
ing School at Adrian declined from 255 in 1939 to 219 in 1942, 
and rose to 269 by the end of the first ten months of the fiscal 
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year ending in 1944. The average number of girls on parole 
ranged from 230 in 1939 to 188 in 1943. Expenditures ranged 
from ^153,017 in 1941 to |i8o,554 ^94^ dropped to 

1174,008 in 1943. 

Special appropriations were made for the fiscal year 1944-45 
to launch a foster home program for boys and girls who show 
promise of benefiting from foster home placement. 

THE JUVENILE DIVISION OF THE COUNTY PROBATE COURT^“ 

The Juvenile Division of the Probate Court is presided over 
by the county judge of probate who is elected for a term of four 
years. The responsibilities of the probate judge, with respect to 
children, involve both judicial and administrative functions. 
The law provides that “each child coming within the jurisdic- 
tion of the court shall receive such care, guidance, and control, 
preferably in his own home, as will be conducive to the child’s 
welfare and the best interests of the state. ...” The probate 
judge has exclusive jurisdiction over children under seventeen 
years of age who have violated any law or where the following 
circumstances exist: (i) parents or guardians refuse or neglect to 
furnish proper support, education, medical and surgical treat- 
ment, or other necessary service, (a) children have been aban- 
doned by parents or guardians and are without proper custody 
or guidance, (3) home environment is unsuitable because of 
neglect, cruelty, drunkenness, criminality, or depravity on the 
part of the parents or guardians, and (4) the mother is un- 
married and without adequate means of support. The law gives 
the juvenile court and the circuit court concurrent jurisdiction 
over children seventeen and eighteen years of age who are found 
committing certain acts or living under conditions that are 
detrimental to their welfare or may lead to delinquency. Parents 
or persons in parental relationship may be brought under the 
jurisdiction of the juvenile court when necessary to protect the 
welfare of children. The juvenile court has jurisdiction over 
children under nineteen years of age who are affected by the 
divorce proceedings of parents and jurisdiction has been waived 
by a court of chancery. 

P.A., extra session, 1944, No. 54. 
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COUNTY AGENT 

The county agent, who is appointed by the governor upon 
recommendation of the probate judge or judges performs 
various child welfare services, working in co-operation with dif- 
ferent state and local agencies. He is declared by law to be an 
officer of the juvenile division of the probate court, and must 
serve under the general supervision of the probate judge and 
at his pleasure. In counties of less than 30,000 population the 
county agent may be a part-time employee and must be paid 
on a per diem basis; in counties of 30,000 population or over he 
is a full-time employee and is allowed an annual salary deter- 
mined according to the population of the county in which he 
serves. In either event his entire salary is paid by the state. The 
county agent organizes, directs, and develops the child welfare 
work of the juvenile division when authorized by the judge; 
supervises children released from public institutions or agencies 
when requested by the executives in charge; visits the wards of 
the Michigan Children’s Institute upon request of the super- 
intendent; makes investigations and reports on children or 
families when requested by the State Department of Social 
Welfare or the superintendent of any state institution; carries 
on child welfare work among children of school age in co-opera- 
tion with the proper school officials; and performs any other 
child welfare service that may be requested by the probate 
judge.” 

COUNTY BOARDS OF SOCIAL WELFARE 

County Boards of Social Welfare are charged with the re- 
sponsibility of assisting in the development of sound programs 
and standards of child welfare, and promoting programs and 
policies for the prevention of dependency, neglect, delinquency, 
and other conditions adversely affecting the welfare of families 
and children. To date little progress has been made in attaining 
these objectives. The board is further required, when requested 
by the probate court, to investigate and follow up cases pertain- 
ing to the protection and guidance of children under the jurisdic- 

** P,A.., extra session, 1919, No. 20, as last amended by P.A., 1945) No. 93; 
Pwf. extra session, 1944, No. 54. 
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tion of the probate court.^^ This provision has not operated as 
intended^ for probate judges seldom call upon the county boards 
for assistance in dealing with child welfare problems, 

REORGANIZATION OF THE CHILD WELFARE SERVICES 

There has been a growing consciousness of the need for 
strengthening and co-ordinating the child welfare services. This 
need has been expressed by four different Michigan studies. The 
State Civil Service Commission, in a report to the governor on 
the organization of the Michigan Social Welfare Commission, 
made the following statement: 

It is impossible for the state to conduct a co-ordinated and efficient 
child welfare program when five different agencies conduct its several 
parts. It might be urged that the governor is in a position to co-ordi- 
nate these different activities. However, in view of the fact that he 
supervises in the neighborhood of one hundred different agencies, it 
would seem clear that he is in no position to co-ordinate the detailed 
operations of these five welfare agencies.^^ 

Robert W. Kelso, in a special report to the Social Welfare 
Commission, recommended the following change in the ad- 
ministrative organization of the child welfare services: 

Child welfare should be built into the welfare set-up as a division 
of the work co-ordinated with general relief and the so-called cate- 
gorical classifications. On the state level there should be a division 
of child welfare operating under the director of social welfare and 
having the several duties now assigned to the Juvenile Institute Com- 
mission, together with aid to dependent children and all other distinct 
child care problems belonging to the department. On the county level 
such child care services should be integrated under the direction of a 
skilled child care worker at the joint cost of state and country. 

1939, No. 2.80, sec. 55, as amended by P.//., 1943, No. 85. 

Report of a Survey of the Administrative Organization of the Michigan State 
Social Welfare Commission (Lansing: Mich. Civil Service Comm., 1942)3 pp. 
22-23. 

Kelso, Robert W., Report and Recommendations. . . . to the Governor Rela- 
tive to Possible Improvement in the Organization and Functioning of the System 
of Public Welfare Services in Michigan. . , . Submitted October 6, 1942 (De- 
troit, 1942), p. 25. 
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The Michigan Child Guidance Institute, in its annual report 
to the governor in 1940, called attention to the misunderstand- 
ing which had arisen among the different state agencies carrying 
on child welfare work and duplication of details resulting from 
the lack of co-ordination.^® Reference was made in that report 
to instances on record where five or six representatives of dif- 
ferent state agencies visited the same community on exactly 
the same errand within two or three days of each other. In its 
final report to the governor, the institute recommended that a 
child council be created on the state level for the purpose of 
co-ordinating child welfare services.^® 

The governor would serve as chairman of the council proposed 
by the institute, and its membership would be representatives 
of all the different state agencies that are charged with the duty 
of administering any phase of child welfare work. This council 
would be required to meet at least twice each year to appraise 
the entire child welfare program in the state and to co-ordinate 
and integrate the policies, programs, and activities of the 
several tax-suf)ported agencies. To carry out these functions, 
the institute recommended that an administrative agency be 
created within the council, to be known as the Division of 
Delinquency Prevention; and that on the local level a county 
child welfare board be established consisting of the heads of all 
tax-supported agencies which exercise protective functions over 
children. On the local level the board would serve as the co- 
ordinating agency similarly to that of the state council on the 
state level. 

Child delinquency had increased so rapidly by 1943 that 

Firs/ Comprehensive Report. . . . Nov. /, /pjy to Dec. /, 1^40 (Ann Arbor; 
Mich. Child Guidance Instit. [1941]), pp. 43-80. 

To Control Delinquency in Michigan . ... Recommendations Submitted . . . . 
Feb. ijy 1^43 to. the Governor of Mich. (Ann Arbor: Mich. Child Guidance 
Instit., 1943)3 PP* 5 ”^* The institute was created by an act of the legislature in 
1937 for the purpose of studying the causes of child delinquency, recommend- 
ing methods of treatment, and furnishing leadership in constructive informa- 
tion in the held. After approximately five years of study and research, the 
institute made its final recommendations to the governor and was discontinued 
by 1 943, No. 36, effective July 1, 1943. 
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Governor Harry F. Kelly decided to call a conference of state, 
local, and federal officials interested in child guidance to con- 
sider the nature and extent of the state’s youth problem. As a 
result of this conference it was decided to obtain information 
and opinions from various communities of the state relative to 
the causes and remedies of child delinquency. The information 
gathered was analyzed by a special committee and published 
by the State Department of Social Welfare.^^ 

The cause mentioned most frequently for increasing delin- 
quency in the state was unsatisfactory home conditions, such 
as family discontent and breakdown, employment of mothers 
outside the home, absence of fathers for military service or em- 
ployment in distant plants. Other causes' contributing to de- 
linquency listed in the order of frequency of mention were the 
following: (i) local social conditions aggravated by the war, 
(2) a general lowering of the standards of conduct, (3) inade- 
quate leisure time programs, (4) inadequate treatment programs 
for offenders, (5) inadequate law enforcement programs, (6) 
inadequate school programs. 

The corrective measure for child delinquency most frequently 
recommended was the expansion of recreational and character 
building programs. The next most frequently mentioned remedy 
recommended was the enactment of legislation establishing 
more effective legal procedure in dealing with parents of de- 
linquent children. Other corrective measures suggested were as 
follows: (i) passage of stricter laws and the improvement of law 
enforcement, (2) extension of counseling facilities and social 
service programs, (3) development of parent education pro- 
grams, (4) co-ordination of community preventive and treat- 
ment programs, (5) improvement of the juvenile court structure 
and program, (6) a return to sterner measures in dealing with 
youth, and (7) strengthening of religious influences in home and 
community. 

As a result of the governor’s first conference and preliminary 
survey, a number of committees were appointed to carry on the 

Juvenile ’Delinquency Report (Lansing: Mich. Governor’s Juvenile De- 
linquency Study Comm., 1943). 
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work of the youth guidance programd^ The Governor's Youth 
Guidance Committee was composed of the heads of state depart- 
ments responsible for youth guidance and the representatives 
of associations of local officials. This committee is responsible 
for state-wide planning, co-ordinating the child welfare work of 
state and county officials, and counseling with the governor. 
County youth guidance committees consisting of local officials 
and private agencies were appointed in seventy-three counties 
to co-ordinate and plan activities on the county level. The 
voluntary organizations serving youth throughout the state, 
constitute the Michigan Youth Guidance Advisory Council 
whose function is to integrate governmental and voluntary 
youth programs. The council now has a membership of sixty- 
three organizations. The Governor's Legislative Survey Com- 
mittee, consisting of twenty-three members, was appointed to 
review Michigan legislation relating to juveniles and to recom- 
mend improvements in the law. The governor authorized a 
survey to be made, data collected to support the recommenda- 
tions of the legislative committee. This survey revealed that the 
counties were poorly equipped for dealing with problem chil- 
dren. The schools also lacked personnel qualified for the guid- 
ance of such children, and the child guidance clinics of the state 
hospital commission were serving only a few counties. The 
survey brought out the fact that the records of several agencies 
serving children in the state were not uniform, which made it 
difficult to form an accurate picture of the youth problem. 

The over-all result of the committees' efforts was to strengthen 
and improve the program for the protection, development, and 
guidance of youth. The juvenile law was simplified and modern- 
nized by the adoption of provisions recommended in the Model 
Juvenile Court Act prepared by the National Probation As- 
sociation. Other measures adopted were drawn from the experi- 
ence of committee members. The outstanding provisions , af- 

A Report to the Governor on Revision of Michigan Juvenile Laws. , . . 
Together with the Proceedings of the Governor s Youth Guidance Conference^ 
January //, , . . (Lansing; Mich, Governors Legislative Survey Comm, 

and Mich. Governor's Youth Guidance Comm,, 1944). 
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fecting youth enacted by the legislature may be summarized as 
follows d® (i) elimination of the labeling of children as de- 
pendent, neglected, and delinquent; (2) authorization of the 
juvenile court to handle cases unofficially; (3) provision for 
limited jurisdiction over parents, with authority to impose rules 
governing the conduct of parents whose children are under the 
jurisdiction of the court; (4) provision for appeal to the circuit 
court from a decision in the juvenile court; (5) provision for 
commitment of older youth to the Michigan Correction Com- 
mission on indeterminate sentence, up to the age of twenty-one 
years for correctional treatment and vocational training; (6) 
revision of laws governing licensing of boarding homes for child 
care and placing agencies to conform with the modern practice 
of foster care; (7) provision for voluntary admission of children 
to state hospitals; (8) permission of local governmental bodies 
to make financial contributions to state child guidance clinics; 

(9) establishment of a visiting teachers’ program designed to 
give special attention to children presenting behavior problems; 

(10) permission of school boards to establish nursery schools; 
(i i) provision for full-time and salaried county agents in counties 
of 30,000 population or more. 

In 1945 the youth guidance commission was created by Public 
Acts No. 241 to promote programs for youth guidance. This is 
a commission consisting of the governor, the superintendent 
of public instruction, commissioner of state police, state com- 
missioner of health, director of the state department of social 
welfare, director of the state department of corrections, and 
six members to be appointed by the governor to serve at his 
pleasure. 

Services FOR THE Blind®" 

In 1940 the Michigan Social Welfare Commission established 
the Division of Services for the Blind. This division co-ordinates 

For a complete description of the youth guidance program during the first 
year, see F. F. Fauri, “Michigan’s Youth Guidance Program: a Review of the 
First Year,” 2 (1944) : 141-45, 155. 

““ Mich. Social Welfare Comm,, Biennial Rep!., 1942-44, pp. 37-40. 
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the activities of the public and private agencies serving the 
blind. By act of Congress in 1943 federal funds were made 
available to the Commission for the rehabilitation of the blind 
by specialized treatment separate from other rehabilitation 
programs. The responsiblity for this program has been assumed 
by the division and is administered locally through county 
bureaus of social aid. As a part of the special program the di- 
vision makes available to blind persons educational, recrea- 
tional, medical, and vocational rehabilitation services. 

Another important duty of the division is finding employ- 
ment for the blind. A state owned vending stand program has 
been established as a means of creating employment. In ad- 
dition an industrial placement service has been created to place 
employable blind persons in private industry. Private plants 
are not organized to train persons without sight and it is neces- 
sary for the division to assist employers in training the worker 
after he enters the plant. The co-ordinated program for the re- 
habilitation and training of the blind has turned many helpless 
blind persons into productive and useful citizens. This program 
represents a most constructive step in improving the conditions 
of Michigan’s blind, and promises much for the future. 

In 1943 the Michigan Employment Institution for the Blind 
at Saginaw was placed under the supervision of the bureau, 
although there is still a resident superintendent. This institution 
which was established in 1904, furnishes vocational training for 
the blind and in addition supplies steady employment for a 
limited number. Apprenticeship courses are offered in such 
trades as mat making, rug weaving, broom making, sewing, and 
piano tuning. Raw materials are provided for blind workers who 
desire to work in their own homes. 

Vocational Rehabilitation 

Following World War I, the Federal Government established 
a program to furnish medical aid and vocational rehabilitation 
for former soldiers and sailors. In 1920 the Federal Vocational 
Rehabilitation Act was passed authorizing grants-in-aid to the 
states for the purpose of guiding, training, and replacing persons 
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disabied in industry. Michigan passed legislation in 1921^ ac- 
cepting the requirements and benefits of the federal act^ and 
authorizing the establishment of a state-federal program.^^ By 
subsequent legislation, to conform with the Social Security Act 
of 1935 and amendments, the law was revised and the scope of 
the services enlarged and made more secure. 

PURPOSE 

The general purpose of the present vocational, rehabilitative 
program is to restore persons, disabled in industry or otherwise, 
to remunerative employment. As interpreted by the State 
Board of Control for Vocational Education, the program is 
designed to accomplish the three following purposes: re-estab- 
lishment of persons with employment experience who become 
handicapped as a result of permanent physical disability; estab- 
lishment in remunerative occupations of persons without em- 
ployment experience who are permanently physically handi- 
capped and whose normal opportunity for employment is ma- 
terially affected by the physical disability; and retention in 
suitable employment of physically disabled persons who are or 
may reasonably be expected to become vocationally handi- 
capped in such employment unless adjustments are made.^^ The 
services provided include the following items: medical and 
surgical care to correct, insofar as possible, physical handicaps 
and hospitalization incident to such treatment; the necessary 
devices for general rehabilitative treatment; free books, tuition, 
and necessary expenses incurred by eligible persons while in 
training; and transportation, tools, and necessary equipment 
upon completion of training. 

ELIGIBILITY 

To be eligible for rehabilitation, the applicant must be a 
resident of the state and at least sixteen years of age. In addition 
it must be shown that the applicant has a permanent physical 

C.L.^ 1929, sec. 7723. 

22 Mich. State Board oj Control Jot V ocational Education^ Biennial Rept.^ 
1942, p. 196. 
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disability^ is vocationally handicapped, and with assistance 
may become self-supporting. Persons ’having any disability 
whether congenital or acquired by accident, injury, or disease 
may be included in the program. The services are available to 
the deaf, hard of hearing, blind, partly seeing, cardiac, 
crippled, and tubercular. 

ADMINISTRATION 

The Federal Rehabilitation Act provides that state programs 
for vocational rehabilitation shall be conducted according to 
plans approved by the United States Office of Education. It is 
the duty of this agency to maintain standards of operation and 
to formulate policies of administration for the state programs. 
The receipt of federal grants is conditioned upon the administra- 
tion of the service by a state board for vocational education. In 
conformity with this provision, vocational rehabilitation in 
Michigan is administered by the State Board of Control for 
Vocational Education within the Department of Public In- 
struction. The personnel of the Board consists of the superin- 
tendent of public instruction, the president of the State Board 
of Education, the president of the University of Michigan, and 
the president of Michigan State College of Agriculture and Ap- 
plied Science.*^® The law I’equires the State Board of Labor and 
Industry and the State Board of Control for Vocational Educa- 
tion to co-operate with one another and with the Federal Board 
for Vocational Education in carrying out the program for voca- 
tional rehabilitation. Likewise, the Michigan Social Welfare 
Commission, through its several divisions, serves as a referring 
agency in locating physically handicapped persons on relief 
who may benefit from the vocational rehabilitation program. 
A number of other interested agencies and individuals co- 
operate in the program. Included among these are the Crippled 
Children's Commission, the Michigan Society for Crippled 
Children, the State Selective Service and local draft boards, the 
American Red Cross, the State Defense Council, the public 

1919, No. 149. 
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schools^ associations for the disabled, and the United States 
Employment Service. 

For the purpose of administration the state has been divided 
into six district offices. These are under the general supervision 
of a central office located in Lansing. The staff consists of a chief 
who is responsible for the supervision of the state program, a 
state supervisor of case work, a district supervisor in District 2, 
containing Wayne, Oakland, and Macomb counties, and twelve 
field agents. Advisory committees have been appointed to assist 
the staff in discovering methods of improving the program. 

For the fiscal year ending June 30, 1941, the total case load 
was 1,615, but ^ later it rose to 3,031, as a result of in- 
creased numbers who were injured in war industries and mili- 
tary camps, and a greater demand for rehabilitation of workers 
in the war industries. In 1942, 695 persons were placed in re- 
munerative positions and 222 appliances were provided in order 
to equip these people for re-employment. For the period, 1921- 
42, 10,254 persons were rehabilitated. 

FINANCING 

The vocational rehabilitation program is financed by state 
and federal funds. Federal grants, which are administered by 
the United States Office of Education, are apportioned accord- 
ing to the population, and must be matched by state funds. 


TABLE XI 

Expenditures for Vocational Rehabilitation in Michigan* 
1941-1943 


Fiscal Year 
Ending 
June 30 

Administration 

Case Service and 
Supervision 

Total Expenditures 
from State and 
Federal Funds 

1941 

|2S,7I12 

fi2o,590 

1149,302 

1942 

31 ,720 

157,661 

189,381 

1943 


170,580 

^04,305 


* Michigan State Board of Control for Vocational Education Biennial Rept.^ 194a, pp. 228-9, 
supplemented by letter from George H. Fern, Director, dated May 16, 1944. 
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Total expenditures from state and federal funds for vocational 
rehabilitation rose from $149,302 in 1941 to $204,305 in 1943, as 
is shown in Table XI. This sharp increase reflects the influence 
of war conditions on the program. The tendency for the Federal 
Government to increase its financial participation in the pro- 
gram is indicated in T able XII ; federal grants increased from 
$20,300 in 1923 to $184,001 in 1944. 

TABLE XII 

Federal Grants for Vocational Rehabilitation in Michigan* 

1923-1943 


Fiscal Year 
Ending 

June 30 

Amount 

Year 

Amount 

1923 

$20,300 

1938 

$ 74,501 

1928 

26,979 

1939 

64,444 

J933 

44,842 

1940 

74,864 

1934 

36,767 

1941 

74,866 

1935 

45,128 

1942 

112,942 

1936 

S 3 .434 

1943 

115,439 

1937 

50,000 

1944 

184,001 


Mich. Auditor-Generalj Fhmnciai Repts.y 1923-44. 
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HEALTH AND MEDICAL SERVICES^ 

Michigan Department OF Health^ 

The Michigan Department of Health was established in 
1873, and is one of the oldest state health departments in the 
nation. Present organization of the department is based on a 
law enacted in 1919 which abolished the State Board of Health 
and provided for the appointment of the state health commis- 
sioner by the governor for a term of four years. The state health 
services, headed by the commissioner, is organized on a depart- 
mental basis, although the law does not specifically create a 
department of health. The State Council of Health, consisting of 
five members appointed by the governor, was established to 
assist the commissioner. The members of the council hold office 
for a term of six years and meet at least four times each year 
upon call of the commissioner. It is the duty of the commissioner 
to enforce all public health laws and regulations. He is author- 
ized to establish rules and regulations for safeguarding the public 
health, with the concurrence of the state council, and these have 
the force of law. 

The Michigan Department of Health acts in an advisory 
capacity to the county and district departments of health. It 
has direct supervision over county and district health depart- 
ments in the selection of qualified personnel and the enforce- 
ment of minimum regulations for the control of communicable 
diseases during emergencies. The department is divided into 
twelve bureaus, each of which is headed by a director responsible 
to the state health commissioner.® Although many services are 

^ See pages 142-46 of this study for a summary and conclusion on health 
and medical services. 

2 A Manual for County and District Health Directors in Michigan (Lansing: 

Mich. Dept. Health, 1943); Mich. Dept, Healthy Ann, 1936-41. 

3 Each of the following principal activities is covered by a separate bureau: 
business administration, education, engineering, epidemiology, tuberculosis 
control, industrial hygiene, laboratories, maternal and child health, public 
health dentistry, public health nursing, records and statistics, and local health 
services. 



HEALTH AND MEDICAL SERVICES 


53 

rendered directly to individuals and organizations, the major 
concern of the department is to establish and maintain ade- 
quate local, health departments. 

FEDERAL PARTICIPATION 

With the adoption of the Social Security Act of 1935, the 
Federal Government assumed a definite leadership in the de- 
velopment of a national public health program. Prior to this 
time, participation by the Federal Government consisted of ir- 
regular grants, which -were of little fiscal importance. The Social 
Security Act provides for federal grants to be used by the states 
for establishing and maintaining an adequate public health 
service including the training of personnel. These grants, which 
are administered by the United States Public Health Service, 
are distributed in accordance with plans presented by the 
Michigan Departmen t of Health and approved by the Surgeon 
General of the Public Health Service. Funds are apportioned to 
the states on the basis of population, public health problems, 
and fiscal needs. In order to qualify for most of these grants, 
the state or local units must contribute some portion of the 
funds needed for the program. With federal assistance the 
Michigan Department of Health has been able to strengthen 
existing bureaus, develop special health programs, and expand 
county, district, and city health services. 

Child and Maternal Welfare and Health^ 

A program to improve child and maternal health and welfare 
was in operation in Michigan for many years before the enact- 
ment of the Social Security Act of 1935. This service was ex- 
tended and improved with federal assistance, which was first 
made available in 1936. One of the chief objectives of the state- 
federal program is to improve the lay and professional under- 
standing of' maternal and child health. In working with lay 
groups, the Michigan Department of Health, through the 
Bureau of Maternal and Child Health, has centered its activi- 
ties largely on educational work, such as lectures to mothers 

^ MkL Dept. Healthy A^in. Repts,^ I93^'*43* 
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relative to childbearing and care, organization of classes in child 
care for girls in secondary* schools, radio talks, consultation with 
local workers, and the distribution of literature. Recentlf 
greater emphasis has been placed on child nutrition. The bureau 
has assisted in providing special training for physicians and 
nurses and has arranged for demonstrations of modern tech- 
nique used in maternal care. 

The purpose of federal participation, as stated in the Social 
Security Act, is to promote “health of mothers and children, 
especially in rural areas and in areas suffering from economic 
distress.’* In order to qualify for federal aid, the state must meet 
certain conditions prescribed by the Social Security Act.® Fed- 
eral grants are subject to approval by the Chief of the Chil- 
dren’s Bureau of the United States Department of Labor. The 
Secretary of Labor apportions funds to the state according to 
need, as indicated by the number of live births and the amount 
necessary to carry out the approved state plan.® 

Venereal Disease Program 

An amendment to the Venereal Disease Act passed by Con- 
gress in 1938 made available federal funds to the states and 
political subdivisions to carry on a program for the control of 
venereal diseases."^ This work is accomplished by means of 
clinics established throughout the state where cases are diag- 
nosed, treatment is given, and drugs are distributed. In 1944 a 
venereal disease rapid treatment center was established at the 
University of Michigan Hospital in Ann Arbor. Military areas 
have been established in order to assure better control over con- 
ditions surrounding men in service. A co-operative program by 
the Bureau of Industrial Hygiene and Bureau of Epidemiology 
— •Division of Venereal Disease Control — has been organized for 
the purpose of trying out new methods of treatment, and 
facilities have been provided in hospitals located in Detroit and 

^ vSocial Security Act, Title V, Pt. I; U. 1940 ed., Chap. 7, 

Subchap. V, secs, 701-5. 

^ C/. S. Coiif, Title 4a, Chap, i, secs. ^4-26. ' , ■ ' 
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Ann Arbor. This program also includes postgraduate training 
of workers in special schools, consultation with state and local 
medical agencies, education, and organization. The Michigan 
Department of Health reports that the spread of venereal dis- 
eases is being successfully opposed where full-time health de- 
partments are in operation, but that in parts of the state where 
the health services are still administered by townships satis- 
factory progress can not be made. In 1944 expenditures by the 
Michigan Department of Health represented 8.16 per cent of 
the total state annual disbursements for health services. The 
cost of operating the department amounted to about $i million 
per year over the period, 1939-1944. In addition, as shown in 
Table XIII, the department granted substantial sums to county 
and city programs — for the fiscal year, 1 942.-43, these grants 
amounted to $1,240,586. 

Table XIV shows that federal grants for general public 
health services rose from $96,856 in 1936 to $358,490 in 1944. 
Federal aid for venereal disease control and maternal and child 
health also increased substantially. Of the $1,147,679 spent for 
the maternal and child health program in 1944, $719,581 was 


TABLE XIV 

Federal Grants for Michigan Health Programs* 
1936-1943 


Fiscal 
Year 
Ending 
June 30 

General 

Public 

Health 

Program 

Venereal 

Disease 

Control 

Program 

Maternal 
and Child 
Health 
Program 

Crippled 

Children 

. Total 

Per Cent of 
Total State. 
Disburse- 
ments for. 

Eleaith 
r Services' 

1936 

^937 

$ 96,856 
280,250 
292,142 

....... 

$ 37.996 

84,441 

107,364 

i 

t 134,852 
364,731 
399.506 

4.6 

12.0 " 

7.4 

m 9 

247,004 

$ 75.891 

84,577 

^100, coo 

507,472 

3-i 

1940 

247.611 

124.736 

71,821 

164,573 

59,260 

503,428 

4*3 

1941 

31S.900 

158.438 

136,132 

775,043 

5.7 

194-2 

344.300 

189,600 

175,573 

106,794 

816,267 

5*3 

^943 

314. S 7 > 

236,204 

244,796 

123,627 

139,763 

919,198 

5*7 

1944 

358.490 

304.068 

1,147,679 

1,950,000 

9.1 


♦ Mich. Auditor-Gcneral, Fhmncml i936f-'43. 



HEALTH AND MEDICAL SERVICES 


57 

for services to the wives of enlisted men. Although federal grants 
have been effective in encouraging the development of Michi- 
gan health programs, total funds received in 1943 amounted to 
only 9.1 per cent of total state disbursements for health 
services. 

MENTAL HYGIENE* 

The mental hygiene program includes the services provided 
for the mentally ill, mentally defective, and epileptic.® These 
services are administered by the State Department of Mental 
Health. Within the department is a commission consisting of 
five members appointed by the governor with the consent of the 
senate for a staggered term of five years. The commission is re- 
sponsible for establishing policies, rules, and regulations of the 
department and the selection of certain personnel. The com- 
mission and the governor elect a director who serves as the 
chief executive of the department. The director of the depart- 
ment with the consent of the commission appoints a superin- 
tendent of each state hospital and training school and executive 
heads for the following divisions: (i) business administration, 
(2) hospitals, and (3) mental hygiene. Each hospital superin- 
tendent is authorized to appoint assistants and employees of 
the institution which he heads. The director of the State De- 
partment of Mental Health appoints a director for each child 
guidance clinic operated within the state.*®: 

It has been the policy in Michigan, as well as other states, to 
furnish care and treatment for the mentally ill in hospitals, sup- 
ported by public funds. In addition to care and treatment 
furnished resident patients, outpatient services have been estab- 

® Although the federal-state social security program does not include any 
phase of mental hygiene, a brief description is given here in order to present 
a complete general picture of the health and medical services provided in 
Michigan. 

State hospitals for the insane are located in Kalamazoo, Pontiac, Traverse 
City, Newberry, and Ypsilanti; state institutions for the feeble-minded at 
Lapeer, Mount Pleasant, and Goldwater, and for the criminally insane at 
Ionia. A farm colony for epileptics is operated at Ionia. 

C.£., 1929, secs. 6878 and 460 as amended by P.yf., 1937, No. 104; 
F.A. ,1939, No, 142; P.^., 1945, No. 271, 
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lished, including clinics and family care for the mentally ill and 
for child guidance. These will be described briefly in the sections 
that follow. 

Outpatient Clinics 

All of the Michigan hospitals for the mentally ill conduct out- 
patient clinics where services are provided for paroled patients, 
cases being considered by the courts for commitment, and for 
individuals having symptoms of mental illness.^ Fairly repre- 
sentative of the functions performed by outpatient clinics are 
those described by the superintendent of the Traverse City 
State Hospital.^® Clinics are held periodically in nine different 
cities of the Lower Peninsula under the auspices of the hospi- 
tal.” Patients of all ages are referred to the clinics mainly by 
physicians, social agencies, and the courts. For the fiscal year 
ending June 30, 1944, three hundred adults and two hundred 
children were examined in these clinics. Of the total cases re- 
ceived 10 per cent were given intensive treatment; others re- 
ceived diagnostic services, brief psychotherapy treatment or 
were referred to institutions or agencies. In addition psychiatric 
clinics were established for veterans at Muskegon and Traverse 
City to which patients are referred by the American Red 
Cross, the State Selective Service, and the United States Em- 
ployment Service, and veterans associations. The service to 
veterans consists mainly of counseling, although treatment is 
given in certain cases. 

Family Care 

More recently much interest has been developed in supple- 
menting hospitalization of patients with family care. As ex- 
plained by the director of mental hygiene, a degree of improve- 
ment is frequently reached in treating certain hospitalized pa- 

“ Charles F. Wagg, Executive Secretary, State Hosp. Comm., Letter, April 
4 , 1945 - 

“ R. Phillip Sheets, Medical Superintendent, Traverse City State Hospital, 
Letter, March 24, 1945. 

“ Clinics are held in Alpena, Bay City, Cadillac, Ludington, Midland, 
Muskegon, Roscommon, Saginaw, and Traverse City. 
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tients which requires placement in a family or community be- 
fore they can be returned to their own homes.^^ More suitable 
treatment can also be provided by family care for certain pa- 
tients who have spent several years in an institution without 
reaching an adjustment that would permit their being placed in 
their own homes. Experience has shown that many such pa- 
tients improve rapidly under family care and can later be 
paroled. Some old people whose mental illness is the result of 
hardened arteries or senility may be provided with adequate 
care and treatment under the family home program. As of 
November 30, 1944, 154 patients were in family care out of a 
total population of 2.5,505 in Michigan^'^ institutions for the 
mentally handicapped. 

CHILD GUIDANCE PROGRAM^^ 

In 1941 the legislature authorized the State Hospital Com- 
mission to establish a child guidance program. Pursuant to 
this authority, child guidance clinics or centers have been 
opened at Detroit, Grand Rapids, Kalamazoo, Lansing, Mar- 
quette, Muskegon, Pontiac, Saginaw, and Ypsilanti. The 
clinics are administered by the director of the State Department 
of Mental Health with the assistance of a professional staff, con- 
sisting of child psychiatrists, psychiatric social workers, and 
psychologists. Cases are referred to the clinics by physicians, 
probate courts, schools, social agencies; and parents. The com- 
munity selects a local advisory board to aid in raising the com- 
munity's share of the funds needed to support the program, and 
to assist the staff in interpreting the purpose of the program. 
The local voluntary committee formed in the community to 

Director of Mental Hygiene, Mich. State Hosp. First Ann, Rept.^ 

Mich. State Hosp. Comm, and Mich. Dept. Corrections, Central Statis- 
tical Bureau, Lansing, Monthly Statistical BulL^ Jane, 1944, p. 7. 

Frank F. Taiiman, Director of Mental Hygiene, State Hosp. Comm., 
Child Guidance Program of the Mich. State Hosp. Comm., Journ. Mich, 
Med, Soc,^ 41 (194a): 1041-43. 

C.L,, secs. 6878, et seq.^ as amended by P.A,^ 1937, No. 104; P,A,y 1941, 
No. 299. 
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present an application to the commission for a children’s center 
usually appoints the members of the advisory board upon re- 
quest of the commission. The commission has not laid down any 
rule controlling the number of members to be appointed or the 
groups to be represented.^* 

The services offered are consultation, diagnosis, treatment, 
and community education pertaining to the mental hygiene of 
children. The professional staff, upon request, advises with 
physicians or social workers as to the methods of treating their 
patients. A child may be brought to the clinic for diagnosis by 
the professional staff, and a method of treatment prescribed and 
agreed upon in conference. The responsibility for treatment is 
assumed by the clinic only in cases requiring highly specialized 
and lengthy therapy. As of November 30, 1944 a total of 785 
children were under the care of the several clinics. 

FINANCING 

The expenses of the Hospital Commission and the several 
hospitals for the mentally ill and incompetent are financed by 
biennial appropriations from the state general fund. The audi- 
tor-general collects from parents and guardians of patients who 
have been adjudged by the court as able to pay the costs in- 
curred for care and treatment. The patient’s expenses for the 
first year in a state institution must be paid by the county of 
his residence, and this also is collected by the auditor-general. 

Salaries of the professional staff serving child guidance clinics 
are paid by legislative appropriation. The communities provide 
clinic quarters, equipment, supplies, salary of the secretary, and, 
when possible, services of additional social workers, and in ad- 
dition contributes about ao per cent of the total budget. 
Expenditures for mental hygiene dropped from $8.3 million in 
1939 to $j million in 1940. Subsequent to 1940 the tendency was 
upward, and by 1944 total disbursements had reached $12 
million. This increase was accompanied by a rise in patient 
population. On June 30, 1941 the total number of patients in all 

** Charles F. Wagg, Executive Secretary, State Hosp. Comm., Letter, dated 
February s, 1945. 
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Michigan institutions for the mentally handicapped was 22,117. 
On June 30, 1943 the population had risen to 24,783, and for the 
same date in 1944, it was 25,227. In 1939 expenditures for men- 
tal hygiene represented 52 per cent of the total disbursements 
by the state for health services but by 1944 this percentage had 
risen to 63 per cent. 

Tuberculosis 

The administration of the health services for tubercular 
persons on the state level is divided between the Michigan De- 
partment of Health and the Tuberculosis Sanatorium Commis- 
sion. The commission consists of the state health commissioner 
and nine other members appointed by the governor for a stag- 
gered term of three years.^® Five members of the commission 
must be licensed practicing physicians of Michigan with six 
years’ experience in the treatment of tuberculosis and three 
members resident citizens of the state. The commission has 
supervision and control of the State Sanatorium at Howell, the 
Northern Michigan Tuberculosis Sanatorium located at Gay- 
lord, and Pinecrest State Sanatorium near Kalamazoo. The 
commission appoints superintendents of the sanatoriums to 
serve at its pleasure. 

The law designates three classes of patients who are eligible 
for care and treatment in a state sanatorium. The first class 
consists of indigent residents of Michigan who are referred to a 
sanatorium for treatment by state or local officials.® For this 
class the state bears the expenses up to I2.50 a day, and the 
county of legal settlement is obligated to pay any additional 
costs including transportation to and from the sanatorium. The 
state pays the entire expenses incurred for the care and treat- 
ment of a second class of patients composed of employees who 
have contracted tuberculosis while employed in any state 
hospital, sanatorium, or the University of Michigan Hospital. 
Residents of Michigan who are able to pay for their care and 
treatment at any state sanatorium constitute the third class. 

P.A., 1929, No. 115, as amended by P.A?., 1931, No. i%G,etseq. 

P.A., 1927, No. 314, as amended by P.A., 1937, No. 93; P.A. 1941, No. 
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Any approved county tuberculosis sanatorium receives a state 
grant of $2.50 a day for each free patient treated.®' 

The lavf places the responsibility of discovering and con- 
trolling persons afflicted with tuberculosis on the state health 
commissioner. He is authorized to make rules and regulations 
and to establish procedure for the guidance of health officers. 
As previously mentioned the Bureau of Tuberculosis Control 
has been established within the ' Michigan Department of 
Health. This bureau performs the following functions: (i) aids 
full-time health departments in the development of tuberculosis 
control programs, (2) supervises the enforcement of the laws 
controlling tuberculosis, (3) inspects tuberculosis hospitals and 
sanatoriums, (4) administers a mobile X-ray unit, (5) analyses 
reported cases, deaths, and hospital reports, and (6) confers 
with agencies and institutions concerned with tuberculosis con- 
trol relative to the administrative policy, epidemiology, and 
statistics.®® 

State grants to counties for local care and treatment of tuber- 
cular patients declined steadily from $3 million in 1939 to $1.9 
million in 1943 and rose to $3.1 million in 1944.®® For the same 
period expenditures for state sanatoriums ranged from a low of 
$463,479 in 1941 to a high of $671,935 in 1944. Total state ex- 
penditures for service to tubercular patients, exclusive of tuber- 
culosis control administered by the Michigan Health Depart- 
ment, declined from $3.6 million in 1939 to $2.5 in 1943 and 
rose to $3.1 million in 1944. For the latter year these expendi- 
tures constituted 16.35 per cent of the state total for health 
services.®* 

Crippled Children 

As early as 1881 Michigan®® provided for the care and treat- 
ment of dependent crippled children, but it was not until 1913 
that practical legislation was enacted extending the service to 

P.A; 1925, No. 177, as last amended by 1945, No. 206. 

^ A Manual for County and District Health Directors in Michigan (Lansing: 
Mich. Dept. Health, 1 943), p. 1 17. 

» See Table XIII, p. 54. 

« See Table XII, p. 54. 

“ P.A.. 1881. No. 118: P.A.^ 1912, No. 274. 
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all children. The program has been extended and strengthened 
by later legislation.^® Although Michigan had developed a com- 
prehensive program for crippled children before the enactment 
of the Social Security Act of 1935, this law has played an im- 
portant part in shaping the policies and administration of the 
service. 

Services for crippled children and administrative agencies re- 
sponsible for their administration will be examined briefly in 
the sections which follow. 

THE MICHIGAN CRIPPLED CHILDREN COMMISSION 

The Michigan Crippled Children Commission, which was 
established in 1927 to administer the service for crippled chil- 
dren, consists of five members appointed by the governor with 
the consent of the senate. The commission is charged with the 
duty of discovering crippled children, diagnosing their cases, 
administering treatment where necessary, providing custodial 
care and special educational facilities, and formulating and ad- 
ministering a detailed plan to carry out these functions. The 
commission is required to appoint a director and business man- 
ager, to make the rules governing its procedure, and to co-oper- 
ate with the Federal Government in “developing, extending, 
and improving” the service for crippled children. To qualify for 
federal assistance the commission must prepare plans for ad- 
ministration which meet with the approval of the Children’s 
Bureau of the United States Department of Labor. These re- 
quirements are similar in most respects to those applicable to 
child and maternal welfare and health, which were summarized 
in a previous section. The state plan must “provide for co- 
operation with medical, health, nursing, and welfare groups, and 
with any agency charged with administering a vocational re- 
habilitation program.®’' 

Of the fifty-two jurisdictions furnishing care and medical at- 
tention for crippled children in this country, only five, including 

® The Crippled Children’s Act, P.A., 1937, No. 158, as amended fay P.A., 
1943) No. 227, P.A., 1945, No. 187. 

Social Security Act, Title V, Pt. II, sec. Si3<J, U. S. Chap. 7, Su fa- 
chap. V, secs. 711-15. 
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Michigan., have created a separate administrative commission.^® 
In twenty-nine jurisdictions this function is performed by de- 
partments of health; and nine by departments of welfare; in five 
by departments of education; in three by state university medi- 
cal schools or hospitals; and in one by a separate board of con- 
trol. x^ccording to the Social Work Yearbook issued in 1943, there 
is a trend toward the transfer of the service for crippled children 
to health agencies. State officials recognize that the program is 
one that primarily involves the field of medical care which can 
be administered more appropriately under health auspices. 

Discovery 

As a means of discovering cases, the Michigan law provides 
that the school children's census enumeration forms prepared 
by the state superintendent of public instruction shall include 
blanks for the special enumeration of crippled children under 
twenty-one years of age. Other reporting agencies are hospitals, 
field clinics, and private physicians.^^ 

Diagnosis 

A crippled child as defined by the law is '*one under twenty- 
one years of age, married or unmarried, whose activity is or may 
become so far restricted by defect or deformity of bones or 
muscles, or the impairment of function thereof, as to reduce his 
or her normal capacity for education and self-support,"^^ The 
diagnosis of crippled children is accomplished through clinics 
authorized by the commission to be held at such times and 
places as conditions warrant. During the fiscal year, ending 
June 30, 1943, twenty-four clinics were held covering fifty-six 
of the eighty- three counties in the state.^^ In these clinics 1,744 
cases were examined and added to the register. Of the 14,569 
casCsS on the register, as of June 30, 1943, 16.7 per cent were 
diagnosed as poliomyelitis, commonly known as infantile 

Seem! Work Yearbook (7th issue;. Mew York; Russel Sage Foundation, 
J943)> P‘ ^7^*^ 

Mich. Crippled Children's Comm,, Report (Lansing, 1944), 

P.zf., 1937, No. 158, sec. 2, 

Mich, Crippled Children's Comm., opn ciL 
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paralysis, 9.8 per cent as cerebral palsy, 7.8 per cent as club 
foot, and 5.2 per cent as injuries; the remaining cases were the 
result of sixty-eight other crippling conditions. 

Care and Treatment 

The commission submits to the probate judge of the county 
where a crippled child resides, or is found, a certified report con- 
taining a description of the child’s physical and mental condi- 
tion, the financial circumstances of the family, and a report of a 
licensed “practitioner of medicine.” Upon receipt of the com- 
mission’s report, the judge of probate is required to make a 
prompt determination of the case. If the parents of the child are 
unable to pay for treatment, the state assumes complete re- 
sponsibility for this service and the probate judge issues an 
order to the commission directing that the child be conveyed 
to a hospital within the state that has been approved and 
designated by the commission as suitable for the care and treat- 
ment of crippled children. It is stipulated in that law that “any 
hospital approved by the American College of Surgeons may 
be accepted by the commission if it maintains suitable ortho- 
pedic, convalescent, and educational facilities.” As of June 30, 
1943, the commission had approved twenty-three such hospitals 
in which 3,351 children were receiving care and treatment at a 
total cost of $375,1 57. A large part of these cases was treated 
at the University Hospital in Ann Arbor. A direct nursing serv- 
ice for crippled children is furnished by public health nurses 
appointed by counties, cities, or other local units.*^ 

Education^ 

Hospitals that have been approved to receive crippled chil- 
dren for treatment must provide such educational training for 
convalescent children as the state superintendent of public in- 

” P.J., 1945, No. 187. Bedside education is given at the following institu- 
tions: Farmington Convalescent Home, Branch of the Children’s Hospital, 
Farmington; George H. Cummings Memorial Home, Mt. Clemens; St. Luke’s 
Hospital, Marquette; University Hospital, Ann Arbor. 
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stmction deems advisable, and all programs established are 
subject to his approval and regulation. Hospitals are reimbursed 
from the state general fund for expenses incurred in conducting 
educational programs. 

Orthopedic day schools or classes for crippled children may be 
established where there is a sufficient number of pupils in a 
school district to warrant their organization. In 1943 thirty-four 
school districts of thirty-four cities of the state were furnishing 
special educational facilities for the education of crippled 
children with state financial assistance. State grants for resident 
children may not exceed the difference between the average per 
capita cost of instructing crippled children and the average cost 
of educating children in similar grades in the regular school of 
the district. In no case may aid for resident crippled children 
exceed $200 per year. School districts are similarly reimbursed 
for nonresident crippled children, but the amount must not 
exceed ^300 per year. 

Custodial Care 

It is the duty of the commission to provide custodial care for 
crippled children. A custodial case is defined in the law as a 
person under twenty-one years of age who, because of physical 
handicaps, can improve little or not at all from orthopedic 
treatment, and who is incapable of being trained for remunera- 
tive employment, but who may be made partially self-support- 
ing under proper conditions. A child declared eligible for cus- 
todial care may continue to receive this care after the age of 
twenty-oue at the discretion of the commission. Qustodial care 
may be given in public institutions or convalescent homes which 
have been licensed by the State Department of Social Welfare. 

Financing 

Funds for the treatment of crippled children are derived 
mainly from state appropriations. These have been supple- 
mented by federal grants in recent years, which have averaged 
about |i 00,000 annually since 1939.®^ In order to qualify for 

“ See Table XIV, p. 56. 
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federal grants, the state must provide for financial participation 
in the service. The Secretary of Labor apportions the funds to 
the state in the same manner as aid for maternal and child 
welfare.®® 

The law provides that parents or others legally responsible for 
the support of crippled children, but who are unable to pay 
toward the cost of the state service, may enter into an agree- 
ment with the county judge of probate and the commission to 
reimburse the state for money spent. Parents need not be in- 
digent, however, to be eligible for state assistance; for although 
a family may be self-supporting under normal circumstances, 
it might be unable to meet the unusual expenses involved in the 
care and treatment of a crippled child. Such situations call for a 
reasonably liberal interpretation of the law. Annual collections 
from parents for treatment and education of crippled children 
are shown in Table XV for the period 1939-44. Receipts ranged 
from $18,2.14 in 1940 to $56,063 in 1944. For the latter year 
total collections amounted to 10 per cent of total expenditures. 

TABLE XV 

Revenues Collected from Parents for Treatment 
AND Education of Crippled Children* 

1939-1944 


Year Ending 
June 30 

Treatment 

Tuition Fees 

i 

I 

Total 

31939 

$14,244 

$7,505 

$21,749 

1940 

14,038 

4,176 

18,12.14 

1941 

28,528 

1,999 

30.527',' 

19412 1 

20,17s 

450 ! 

20,625 , 

1943 

41,883 

5,318 

47,201 ■■■ 

1944 

53,743 

2,320 

56,063 


* Mich. Auditor-General, Financial Repts.y I93gr43» 


Expenditures for crippled children from state and federal 
funds,asisshowninTableXVI, totalled$i,ii8,o5i in 1939. The 
state appropriation was reduced drastically for 1940 and ex- 
penditures dropped to $364,898. For the period 1941-44 ex- 

See p. 55 
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peiiditures remained fairly stable at about $5503000 per year. 
The sharp increases in administrative costs for 194-2 and 1943 
were the result of a complete reorganization of this agency and 
enlargement of staff. 


TABLE XVI 

Expenditures of State and Federal Funds for Crippled Children* 

1939-1944 


Year 
Ending 
June 30 

Number 

of 

Cases 

Medical 

Treat- 

ment 

Investiga- 
tion of 
Need for 
Treatment 

Transpor- 

tation 

Adminis- 

tration 

Totalf 

1939 

S >683 

,023,369 

14,199 

1^4,692 

$ 45.791 

0^ 

00 

194O; 

3,107 

300,287 

3,048 

12,813 : 

48.750 

364,898 

1941 ■ 

3,724 

576,103 

2,861 

^2:3, 183 

45,530 

647,677 

1942 ■ 

3,822 

448,852 

2,188 

23,208 

88,873 

563,121 

. 1943 

3,351 

398,777 

1,773 

24,450 

143,500 

568,500 

3944 


384,229 

3,030 

29,312 

118,250 

534,821 


* Expenditures from Mich. Auditor-General, Financial Repts.y 1939-43; number of cases 
from Crippled Cliiidren'‘s Commissioriy Bureau oj Statistics, 

t Expenditures for bedside education of crippled children and afflicted children are reported 
as one item by the auditor-general and are not included in the above totals. See Table XIII, p. 54 
for combined expenditures. Expenditures from federal funds are not reported separately. For 
federal grants received see Table XI V, p. 56. 

Hospitals approved for the care and treatment of crippled 
children are limited to fees not to exceed $7.00 a day for the 
care of acute cases, $4.25 a day for ward costs of convalescent 
patients, and I75 for a major operation. Professional fees paid 
to any one surgeon for one patient may not exceed $200 over a 
period of twelve months.®® 

Afflicted Childrent 

Care and medical attention for sick and afflicted children were 
first provided by a general law enacted in 1881, which applied 
to dependent children in need of medical or surgical treat- 
ment.®® The basic act providing a practical program for af- 
flicted children was passed in 1913.®® Since that year it has been 
the policy to furnish medical or surgical treatment at state 

“ P.J., 1937, No. 158, sec. 30, as amended by P./f., 1943, No. 227. 
p..^r., 1881, No. 1,38. 

=« P.J., 1913, No. 274. 
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expense for afflicted children whose parents or guardians were 
unable to pay for their care. The 1913 act, as amended, was re- 
placed in 1939 by the Afflicted Children’s Act.®** This act de- 
fines an afflicted child as “a married or unmarried person, under 
twenty-one years of age, who is afflicted with a physical defect 
or illness, including a fracture, which can be remedied, or who is 
pregnant, and whose parents or guardians have resided within 
the state for not less than one year.”^“ 

ADMINISTRATION OF AFFLICTED CHILDREN’S ACT 

Applications for care and treatment may be made either to 
the Michigan Crippled Children’s Commission or to the probate 
judge. Upon receipt of the application an investigation must be 
made,- covering the following items: physical and mental condi- 
tion of the child, financial ability of the parents, and a certifica- 
tion from a physician or surgeon relative to the child’s condi- 
tion. The probate judge is charged with the duty of approving or 
rejecting all applications. If the application is approved, he must 
provide care and treatment in the child’s home, when possible, 
at local expense, but if such service is not available, he is re- 
quired to enter an order directing that the child be conveyed to 
a hospital approved by the commission. 

Upon receipt of an order from the probate judge, the commis- 
sion determines whether the case is acceptable as a state charge. 
If accepted the child is assigned to a hospital approved and 
designated by the commission for the care of afflicted children. 
As a result of this provisioti nearly all cases are transferred to 
the commission in order to relieve the county of paying the costs 
out of local funds. The law charges the superintendent of ap- 
proved hospitals with the responsibility of providing inpatient 
or outpatient services. Where treatment is given in the out- 
patient department of the hospital, the child may be assigned 
by the commission to a boarding or convalescent home approved 
and supervised by the State Department of Social Welfare, or 
any other agency approved by the commission. 

The number of cases treated have fluctuated with the amount 

F.A.^ 1939, No. 283, as amended by F.A.^ 1943, No. 225. 

Ihid.^ sec, 
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of funds made available to the commission, as is indicated in 
Table XVIII. For the fiscal year 1938-39 a large appropriation 
was made with the result that 24,368 cases were treated in 117 
different approved hospitals. For the years 1940-43 appropria- 
tions were reduced to a lower level and the number of cases 
treated annually varied from 8,937 ^ 94 ^ 5j 3S4 iti 1943. A 

large portion of these cases was treated at the University 
Hospital in Ann Arbor. 

Financing 

TJre services for afflicted children are financed largely from 
state funds. Parents or guardians, who are able financially, are 
required to enter into an agreement to repay the commission 
for costs incurred for treatment before the child is committed 
to the hospital. Revenues collected from persons legally respon- 
sible for the care of afflicted children have fluctuated roughly 
with the number of cases treated, as is indicated in Tables XVII 
and XVIII. For the fiscal year 1938-39 collections amounted to 
^198, 086; for the period 1940-44 annual receipts were on a lower 
level ranging from $43,657 in 1940 to $78,094 in 1944. In 1944 

TABLE XVII 

Revenues Collected from Parents for Treatment 
OF Afflicted Children* 

1939-1944 

Year Ending 
June 30 

1939.. .. 

1940.. .. 

1941 .. .. 

1942 

1943 .. .- 

1944.. .. 

* Mich. aud!tor..genera!, Financial Repts., 1939-44. 

collections were 1 5.5 per cent of total state expenditures for 
afflicted children. The cost of the child’s transportation to and 
from the hospital must be paid by the county from which the 
child was admitted. All other expenses, including the cost of 
economic and medical investigations, are paid by the state. The 


Amount 

fo8,o86 

43.657 

49.977 
71 ,608 
65,872 
78 ,094 
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funds are distributed to the counties, 75 per cent upon the basis 
of population, and 25 per cent according to need. The law limits 
the amount which a hospital may collect for services and ma- 
terials to an amount not to exceed fj.oo a day for the care of 
acute cases and $4.25 a day for ward costs of convalescent pa- 
tients. Professional fees for a major operation may not exceed 
I75 and in no event may such fees to any one doctor be more 
than $200 per year for each patient. No fees may be collected 
for services rendered by the professional staff at the University 
Hospital in Ann Arbor. 

Total state expenditures for afflicted children, as shown in 
Table XVIII, reached $2,002,052 in 1939. Appropriations for 
1940 were reduced materially and expenditures dropped to 
$443,964; they rose to $976,516 in 1941, then declined to 
$502,083 in 1944. 

TABLE XVIII 

Expenditure of State Funds for Afflicted Children* 

1939-1944 


Year 
Ending 
June 30 

Number 
of Cases 

1 Medical 
Tratment 

Investigation 
of Need for 
Treatment 

; Adminis- 
tration 

Totalf 

1939 

24,368 

$1,958,439 

128,876 

$ 14,737 

12,002,052 

1940 

6,248 

417,449 

9,668 

16,847 

443,964 

1941 

8.937 

939,304 

17,938 

19,274 

976,516 

194a 

7.734 

557,602 

6,108 

27.834 

591,544 

1943 

5,384 

453,508 

5,312 

34,955 

493,775 

1944 


426,500 

5,618 

69,965 

502,083'"' 


* Expenditures from Mich, auditor-general Financial l939-“43; Number of cases 

from Crippled Children’s Commission, Bureau of Statistics, 
t For expenditures for bedside education, see Table XIXI, p. 54, 


Local Health Services 

The local health upits recognized by law are the county, dis- 
trict, township, and municipality. The board of supervisors of 
any county is authorized to establish a health department. 
Two or more counties may unite to form a district health de- 
partment subject to the approval of the State Health Commis- 
sioner. Where a single county department has been created, 
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the county* board of supervisors may appoint a board of health 
of five members for a staggered term of five years. Members of 
the county board of supervisors may or may not be appointed 
to serve on this board. The board of health of a district depart- 
ment consists of three members selected from the county board 

TABLE XIX 

Expenditures for County and District Health Departments in 
Michigan and Source of Funds for Fiscal Year 
Ending June 30, 1944* 


Source of Funds 

Expenditures 

Per Cent 
of Total 

Counties.,. 

i 613,323 

42.8 

State. 

Federal 

County and District Health De- 
partments, United States Pub- 
lic Plealth Service under Title 

148 ,300 

10.3 

VI of the Social Security Act. . 

^156, 098 

10.9 

Under venereal disease act 

Maternal and Child Health, 
United States Public Flealth 
Service under Title V of the 

46,400 

3 -^ 

Social Security Act ■ . 

Total Federal Aid 

ioi,!3S 

303.633 

7.1 

Children's Fund of Michigan — . . . 

141,064 


W. K. Kellogg Foundation.,. 

215,916 

15. 1 

Miscellaneous. . ........ ...... 

11,520 

.8 

,Total Expenditures 

, 433 .756 

100.0 ■ 


* Michigan Department of Health , '{Lansing, I944)- 


of supervisors of each county forming the district, except the 
board may have a greater or lesser number of representatives 
with the consent of the county boards/^ In 1943, sixty-nine of 
the eighty-three counties were being served by either county 
or district departments.^® In the remaining counties the admin- 
istration of health service is the responsibility of the township 

" A Manual for County and District Health Directors in Michigan (Lansing: 
Mich. Dept. Health, 1943), P- 8 ff- 

** E. V. Thiehoff, Director, Bureau of Local Service, State Dept. Health, 
Letter, dated Oct. 4, 1943. 
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board. The board is charged with the duty of appointing a well- 
educated physician as health officer except that it may appoint 
the township supervisor or some other person if it is not practi- 
cal to secure the services of a physician. 

Expenditures of the county and district health departments 
for the fiscal year ending June 30, 1944, as shown in Table 
XIX, amounted to fi.4 million. Of this total the counties 
contributed 42.8 per cent, the Federal Government 21.2 per 

TABLE XX 

Expenditures for City Health Departments and Source of Funds 
FOR THE Fiscal Year Ending June 30, 1944* 


Sources of Funds and Amounts 


. City 

City Funds 

United States 
Public Health 
Service under 
Title VI 
of Social 
Security Act 

Federal 

Venerea! 

Disease 

Act 

Total 

Battle Creek ' 

Bay, City . , ■ 

Dearborn. ........ 

Detroit. 

.Flint. '. . . 

Grand' Rapids 

Jackson 

Lansing. . ......... 

Pontiac 

Saginaw 

Total 

$ 33.994 

17.73s 

63.217 

5.192,149 

124,248 

112,301 

52,883 

68,126 

28,665 

54,498 

^15,676 

1,850 

1 , 800 

$ 7,180 

1 . 800 

60,801 

8.800 

3 , 7^5 

■500 ' ■■■ 

■ •'4,860,' 

. 4,020 ■ 

$ 41.174 
19,53 s 

63,217 

5,268,626 

134,898 

117,826 

53,383 

74,286 

35.445 

58,518 

?s .747.816 

$19,316 

? 97,846 

45,866,908 


* Michigan Department of Health (Lansing, 1944). 


cent, the W. K. Kellogg Foundation 15.1 per cent, the state 
10.3 per cent, and the Children’s Fund of Michigan 9.8 per cent; 
the balance, 0.8 per cent, was from miscellaneous sources. 

Expenditures by the ten major cities of the state (Table XX) 
for the fiscal year ending June 30, 1944 amounted to $5.9 million 
for health services, or four times as much as was required in the 
sixty-nine counties served by health departments. Of this total 
only 2 per cent was furnished by the federal government. 
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SOCIAL INSURANCE 
Workmen’s Compensation^ 

The term workmen’s compensation is now applied generally to 
social insurance schemes which provide standardized economic 
benefits for workers injured or killed in industry without regard 
for the traditional legal defenses involving negligence. Work- 
men’s compensation was first adopted in Germany in the 
eighties, in England in the nineties, in the United States in 
1902 when the State of Maryland passed the first act, and in 
Michigan in 1912.^ As of January 1, 1945, Alaska, Hawaii, 
Puerto Rico, and every state, except Mississippi, had enacted 
workmen’s compensation laws. In addition the national govern- 
ment has enacted compensation laws which cover federal em- 
ployees, longshoremen and harbor workers, and all private 
employees in the District of Columbia. Workmen’s compensa- 
tion is a pioneer in the field of social insurance and the experi- 
ence gained over the forty years since its inception in this 
country has contributed much in the formulation of other pro- 
grams. The Michigan Act was thoroughly revised by amend- 
ments enacted by the 1943 and 1945 sessions of the legislature.® 

Although all jurisdictions are agreed upon the general objec- 
tive of workmen’s compensation as stated above, the provisions 
vary relative to scope, coverage, amount of compensation pay- 
able, and methods of administration. In the sections which 
follow, the provisions of the Michigan act covering the impor- 
tant phases of workmen’s compensation will be examined, and 
the principal features compared with those in effect in other 
states. 

1 A summary of the important facts and conclusions reached relative to 
workmen’s compensation is presented on pp. 146-55 of this study. 

* P.A., extra session, 191a, No. 10. 

« P.A., 1943, No. 245; P-^-> i945jNos.3i8,3a5. 
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SCOPE OF LEGISLATION 

The Michigan Workmen's Compensation Act is compulsory 
upon all public^ and private employers of labor within the state 
with the following exceptions: (i) employers who regularly 
employ less than eight workers at one time, (a) employers of (a) 
domestic servants, and (^) farm labor. Employers of less than 
eight workers or employers of farm or domestic workers may 
elect to assume the statutory liability for compensation by pur- 
chasing a compensation insurance policy. As of November, 
1943, approximately seventeen hundred thousand Michigan 
workers were covered by the compulsory provisions of the law 
and about one hundred thousand through election. 

ADMINISTRATION® 

The Michigan Workmen's Compensation Act is administered 
by the Compensation Commission, the commissioner of insur- 
ance, and an advisory board. The Compensation Commission 
consists of five members designated by the governor from the 
personnel of the commissioners responsible for the administra- 
tion of the Department of Labor and Industry. Three members 
of the commission must be lawyers, but any one of the five may 
be named by the governor to act as chairman. The Commis- 

^ Public employers subject to the act include the state, county, city, town- 
ship, incorporated public board or commission authorized by law to hold 
property and to sue or be sued. Elected officials are not covered by the act, 

® For a more detailed account of the policies and practices followed in the 
administration of the Mich. Workmen's Compensation Act, see: 

Betty W. Aliie, *The Advancement of Michigan's Workmen's Compensa- 
, tion Act/' Lahr and Industry , No. 5 (1943): 3> 4, No, 6 (1943); 

4 “ 5 > 14. ' ■ . 

Betty W. Allie, *The Major Provisions. . . . The Amended Compensation 
Act," Mkh. Labor and Industry^ 4, No. i (1943): 6-7. 

Vincent P. Mcx^uliffe, “Functions of Deputy Commissioners," Mkh. 
Labor and Industry^ 5, No. i (1944) : 4-5, 9. 

Charles H. Mahoney, “Occupational Disease Amendments," Mkh. Labor 
and Industry y 5, No. 3 (1944); 3, 9. ; ' ■ 

James L. Hill, “Compensation Coverage," Mich. Labor and Industry^ 5, 
No. a (1944): 4, 9. 
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sioner of insurance is appointed by the governor with the advice 
and consent of the senate to serve at his pleasure. He is an ex- 
officio member of the Insurance Rating Commission and the 
Employers’ Liability Insurance Rating Commission, and is re- 
sponsible for the management of the accident fund. The ad- 
visory board consists of fifteen members appointed by the 
governor for a term of one year from persons nominated by 
employers who contribute to the accident fund. It is the duty 
of the board to advise with the commissioner of insurance on the 
administration of the accident fund. 

A great majority of the claims presented by injured workers 
are paid by the employer or insurance carriers without any for- 
mal proceedings before the commission. If any claimant is dis- 
satisfied with the disposition of his case made by deputy com- 
missioners, he may appeal to the commission which has 
authority to review, affirm, modify, or reverse the decisions 
of the deputy commissioners. When a decision of the commis- 
sion turns upon a legal issue and not one of fact, the aggrieved 
party may appeal to the state supreme court. 

COMPENSATION 

All personal injuries arising out of and in the course of em- 
ployment are compensable. The term personal injury includes 
injuries resulting in death and in all occupational diseases. The 
injured employee must wait seven days before he is entitled to 
benefit payments unless his incapacity extends to four weeks or 
longer, or death results, in which cases compensation must be 
paid from the date of injury. Benefits payable to an employee 
are determined by taking 66 1 per cent of his average weekly 
wage at the time of the injury with a minimum of $10 and a 
maximum of $10 per week. These benefits are doubled for a 
minor under eighteen years of age who is injured while illegally 
employed. If death results from an injury, the dependent sur- 
vivors are entitled to the following weekly benefits: one de- 
pendent will receive $ 1.00 less than 66f per cent of the average 
weekly wage at the time of death, and from this amount the 
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payments would increase by $2.00 increments for each depend- 
ent up to five. For example, the minimum for one dependent 
would be $S.oo per week and the maximum ^19, while the mini- 
mum for five dependents would be $16 and the maximum I27. 

The duration of benefits and the total maximum payable 
depend upon the nature of the injury. The law contains a classi- 
fication of injuries and designates the number of weekly benefit 
payments allowed for each. These range from five weeks for the 
loss of the first joint of a small toe to 750 weeks for the loss of 
both hands or other permanent and total disability. If the em- 
ployee continues to work although partly incapacitated, the 
employer must pay a weekly compensation equal to 66f per 
cent of the difference between the average weekly wage before 
the injury and the average that he is able to earn thereafter. 
The maximum number of weeks payable for injuries resulting 
in partial disability is five hundred, and for total disability 750 
weeks. In the event of death the maximum number of weeks 
payable to survivors wholly dependent upon the deceased is 
four hundred. A worker may accumulate 750 weeks of benefit 
payments by successive losses of members such as an arm, eye, 
etc. 

In addition to the benefit described above, the employer must 
furnish promptly such hospitalization, medical, or surgical treat- 
ment as is necessary to cure the worker or relieve him of the ef- 
fects of the injury. Tlhe injured employee may choose his 
attending physician from an authorized medical panel which 
is compiled and supervised by the compensation commission. 

FINANCING 

The Michigan law provides three methods of financing work- 
men’s compensation, anyone of which may be selected by the 
employer. One method is for the individual employer to assume 
the statutory liability for the payment of benefits by furnishing 
proof of his financial ability to meet these obligations and to 
provide adequate supervision of industrial injuries. As a pre- 
requisite to this plan the commissioner of insurance requires 
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the employer to take out a bond which, in effect, guarantees the 
payment of benefits to workers. 

A second method of financing is for the employer to insure 
against the liabilities created by statute in an employers’ liabil- 
ity company authorized to issue policies covering risks in Michi- 
gan. 

A third method is for the employer to insure his liability 
through the state accident fund. This fund is self-sustaining 
and no state appropriation has ever been made for its support. 
Premiums paid into the fund are based upon rates promulgated 
by the National Bureau of Casualty and Surety Underwriters 
and by the Michigan Compensation Rating Board. An admin- 
istrative practice peculiar to Michigan is the payment of a lo 
per cent commission to agents of private insurance companies 
for business turned over to the fund. 

When a covered employee without dependents dies from an 
injury, the employer must pay |i,ooo into the Second Injury 
Fund. This fund is used to compensate any employee for sec- 
ond and subsequent injuries. 

PRINCIPAL FEATURES OF THE MICHIGAN WORKMEN’S COM- 
PENSATION SYSTEM COMPARED WITH THOSE IN SYSTEMS 
IN OTHER STATES® 

Workmen’s compensation laws may be either compulsory 
or elective as to the employment covered and voluntary as to 
that exempted. Michigan belongs to a group of twenty-three 
jurisdictions in which the acts are compulsory. In thirty other 
jurisdictions employers may elect to insure under the act. 
Thirty jurisdictions of this country, including Michigan, ex- 
empt employers from the Workmen’s Compensation Act if they 
have less than a specified number of workers. In Michigan and 
Alabama an employer with fewer than eight employees is ex- 
empt, while in twenty-five jurisdictions the exemption is less 
than eight and in three it is greater than this number. The 
range for all jurisdictions is from two to fifteen. In most of 

® Alfred Acec, ^Trincipal Features of Workmen’s Compensation Laws as of 
Sept.j X943/’ Monthly Lahr 57 (1943) : 729-*48. 
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the states, as in Michigan, small employers exempted on a 
numerical basis may elect to come under the act. The exemp- 
tion in some states does not apply to certain employment 
such as that in mines and in other hazardous occupations, while 
in others it covers only nonhazardous employment. In Michigan 
and most of the other states employers of agricultural workers 
and domestic servants are exempted from the compulsory pro- 
visions of the law, but they may elect to come under the act. 

As originally enacted, none of the workmen’s compensation 
laws provided benefits for occupational diseases, but in more 
recent years it has been recognized that workers should be pro- 
tected from illness arising from possible serious injury caused 
by industrial accidents. T^iere are now thirty-two jurisdictions 
in this country which by one method or another compensate for 
all or specified occupational diseases. Until 1943 the Michigan 
law covered only thirty-one such diseases, but in that year lire 
law was amended to include all occupational diseases, which are 
now estimated by industrial hygienists to number more than 
nine hundred. 

Tjhie amount of money that injured workers actually receive 
under the different compensation acts is determined by the fol- 
lowing factors; the rate, which is usually a percentage of the 
wages; duration of payments; number of dependents, and, in 
most states fixed minimum and maximum payments. The 
amount and method of payment also differ depending upon 
whether the injury results in temporary total disability, per- 
manent partial disability, permanent total disability, or death. 
In Michigan and in all other jurisdictions except four, the 
amount of the compensation payable weekly is a stipulated 
percentage of the average weekly wages received by the worker 
subject to a prescribed maximum. This percentage in all juris- 
dictions ranges from 42I per cent to 70 per cent as compared 
with 66f per cent in Michigan. The maximum weekly payment 
prescribed by Michigan law is $21 for a surviving injured 
worker and $27 for a deceased worker leaving dependents; for 
all the jurisdictions the range is from $12 to $30. In Michigan 
the duration of weekly payments in the event of death of the 
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worker leaving dependents is four hundred weeks and the total 
payable to dependents exceeds that found in any other jurisdic- 
tion exceptOhio and Rhode Island. For permanent total disability 
Michigan allows a maximum payment of $21 and a total dura- 
tion of seven hundred and fifty weeks. This is exceeded only in 
Rhode Island where the maximum weekly payment is $20 and 
the total number of weeks one thousand. For permanent partial 
disability Michigan provides a maximum weekly payment of 
$18 and total duration of five hundred weeks. This total is ex- 
ceeded only in Wisconsin where the maximum weekly payment 
is the same as in Michigan, but the total number of weeks one 
thousand. For temporary total disability Michigan allows a 
maximum weekly payment of $21 and five hundred weeks dura- 
tion. In five jurisdictions benefits are allowed for the entire 
period of disability, and it is possible in these instances for the 
total benefits paid to a single worker to exceed those made in 
Michigan. 

Michigan belongs to a group of eleven states where employers 
may choose whether they will insure their risks in a state fund 
or with a private insurance company, or will qualify as “self- 
insurers” with the privilege of carrying their own risks. In most 
states the employer is permitted to insure in a private insurance 
company. State insurance systems exist in nineteen jurisdic- 
tions, but in only eight of these are employers required to insure 
all their risks in the state fund. 

Unemployment Compensation’ 

Efforts to introduce public unemployment compensation 
systems in the United States before the onset of the depression 
encountered strong and successful opposition. Although unem- 
ployment insurance had been adopted by a number of European 
countries, it was contended by many in this country that such 
a system was socialistic and contrary to American traditions of 
“rugged individualism.” Another deterrent was that employers 
feared being placed in a position of disadvantage in competing 

^ A summary of the important facts and conclusions reached relative to 
unemployment compensation is presented on pp. 147-51 of this study. 
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with those of other states. As the depression deepened condi- 
tions developed which tended to overcome objections to legisla- 
tion designed to reduce unemployemnt. There was urgent need 
for relief of unemployed workers. Some believed that payment 
of benefits to a large group of unemployed during periods of de- 
pression would stimulate business and create employment. 
Others thought that employers would be encouraged to stabilize 
their employment if payroll tax rates were made to vary directly 
with their employment experiences. 

In an attempt to relieve and prevent unemployment Con- 
gress included in the Social Security Act of 1935 a general plan 
for state legislation and enacted the Federal Unemployment 
Tax Act, which in effect penalized employers in any state that 
failed to provide a system of unemployment compensation. In 
1935 and 1937 Railroad Unemployment Insurance Acts were 
passed establishing a separate national unemployment com- 
pensation for the employees of railroads engaged in interstate 
commerce. Michigan like most of the other states did not pro- 
vide for unemployment compensation until stimulated to do so 
by federal legislation. The Michigan Unemployment Compen- 
sation of 1936 and the Railroad Unemployment Insurance Act 
will be examined separately in the sections which follow. 

THE MICHIGAN UNEMPLOYMENT COMPENSATION ACT® 

Administrative Organization 

The Michigan Unemployment Compensation Act is adminis- 
tered by the Michigan Unemployment Compensation Commis- 
sion consisting of four members appointed by the governor with 
the consent of the senate. This commission was responsible for 
the administration of the Michigan State Employment Service 
until January i, 1942, when upon request of the President, this 
function, together with the personnel, was transferred from the 
individual states to the United States Funployment Service. 

® The Mich. Unemployment Gimpensation Act is extra session, 1936, 

No. I, as amended by f.A., 1937, No. 347; P.A. 1939, No. 324; F.A., 1941, 
No. 364; P.A.J ad extra session, 194a, No. 18; 1943, No. 246, P.A., 194S, 

No. 335. 
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The federalization of the State Employment Service was de- 
signed to meet emergency demands under wartime conditions 
for a centralized agency to facilitate the organization of man- 
power. 

An Appeals Board, consisting of three members appointed 
by the governor with the consent of the senate, hears and de- 
cides cases aifecting employers and employees which are ap- 
pealed from the decision of the commission. The findings of the 
Appeals Board may be further reviewed by the circuit court. 

The Social Security Board has indirectly exercised considera- 
ble influence over the administration of state unemployment 
compensation through its power to require that satisfactory ad- 
ministrative methods be established and maintained in order 
to qualify for a state grant to cover the cost of administration.^ 

Coverage 

In Michigan the legal definition of employment subject to 
payroll taxes, is similar to that of the federal law,^^ and excludes 
agricultural labor, domestic service in private homes, maritime 
service, service for relatives; employment by government, by 
nonprofit-making organizations, and by railroad industries 
whose employees are covered by the railroad employment in- 
surance system; and service by occupational groups, such as 
insurance agents on a commission basis, students, newsboys, 
and occasional laborers. 

The federal payroll tax is not imposed on establishments 
having less than eight employees, and twenty-five state laws 
contain a similar provision. Two states impose the tax on em- 
ployers with fewer than six employees; one with less than five; 
seven with less than four; two with less than three. In fourteen 
jurisdictions, all employers must pay the tax and their employ- 
ees are entitled to receive benefits.^^ 

The Michigan Unemployment Compensation Act of 1936 
imposed the tax on employers having one or more employees 

® Social Security Act, 17. -5". Code^ Chap 7, Subchap. IX, sec. 1 105. 

Internal Revenue Code^ 1939 > amended, Chap. 9, Subchap. C, sec. 1607. 

U. S. Social Security Bd., Unemployment Compensation Abstract^ Rrogram 
Statistics and Fromsions of State Lams^ ^937’^44 (3^944)» P« 
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and a payroll of at least $50 in each quarter year. For that 
year it was found that 92 per cent of the covered workers were 
employed by establishments having eight or more employeesj 
and in 1937 the law was amended exempting employers with 
less than this number of employees.^^ 

In 1943 the percentages of wages and salaries not covered by 
either state or federal unemployment compensation laws ranged 
from a low of 14.4 per cent in Delaware to 70 per cent in the 
District of Columbia with an average of 28.6 per cent for the 
country as a whole. In that year 16 per cent of total salaries and 
wages in Michigan was not covered by unemployment insur- 
ance. Michigan's proportion of uncovered workers was small 
as compared to other states, and was excelled only by Dela- 
ware.^® 

Difference of opinion has arisen concerning the advisability 
of broadening the scope of coverage. Employees of small estab- 
lishments who are not protected by unemployment insurance 
and who must depend upon general or work relief during periods 
of unemployment have grounds for dissatisfaction with the plan. 
Small employers covered by unemployment insurance are 
placed at a disadvantage in competing with establishments ex- 
cluded from the plan. Those who favor broader coverage call at- 
tention to the fact that several states have covered small em- 
ployers with reasonable success and that the feasibility of this 
policy has been demonstrated by the Old Age and Survivors 
Insurance System.^^ 

Financing 

The Michigan Unemployment Compensation Act imposes a 
3 per cent payroll tax on employers subject to certain adjust- 

Walter Matscheck and Raymond C. Atkinson, Frohhms and Procedures 
of Unemployment Compensation in the States (Chicago : Public Admin. Service, 
1939), 

U. S. Social Security Bd,y Unemployment Compensation Abstract . . . . p. 
2. 

Raymond C. Atkinson, The Federal Role in U?iemployment Compensation 
Administration . . . (Washington: Social Science Research Counc., Comm. 
Social Security, 1941), p. 120, 
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ments under experience rating. In addition, the federal act 
imposes a 3 per cent payroll tax, but employers are allowed a 
credit against this tax of an amount equivalent to 90 per cent 
of a 3 per cent payroll tax. Should any state elect not to enact 
an unemployment compensation act, then the Federal Govern- 
ment would require employers to pay the entire 3 per cent 
federal tax into the United States Treasury. All the states, the 
District of Columbia, and the territories have enacted the neces- 
sary legislation and have availed themselves of the credit 
against the federal tax. 

The state tax is collected by the Michigan Unemployment 
Compensation Commission and the federal tax by the Bureau 
of Internal Revenue. Payroll taxes collected by the commission 
must be deposited promptly in the United States Treasury to 
the credit of the State Unemployment Fund. This fund was 
created and its administration vested in the Treasury Depart- 
ment mainly to safeguard the unemployment compensation 
reserves against loss by poor investments and to lessen the 
danger of the money market being upset by the operation of 
reserve funds by fifty-one different jurisdictions. For conveni- 
ence the Treasury Department invests the funds in special 
federal securities bearing the average interest rate for outstand- 
ing obligations. 

The part of the federal tax not offset by state taxes is 
paid into the United States Treasury and is intended to provide 
the funds needed for administration of the several state acts, 
although it is not earmarked for that purpose. Congress makes 
an annual appropriation out of which grants are made to the 
several states to cover the cost of administration. The Social 
Security Board has wide discretion in the determination of the 
amount of grants to be allotted to the states for administration. 
The Social Security Act provides that the Social Security Board 
shall grant such amounts as it finds to be necessary for the 
proper and efficient administration of the state unemployment 
compensation laws based upon the following considerations: 
(i) population of the state; (a) an estimate of the number of 
persons covered by the state law and the cost of proper and 
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efficient administration of such law; and (3) such other factors 
as the board finds relevant^® 

Experience or Merit Rating 

When the Social Security Act was originally drafted, there 
j was a difference of opinion on whether employees should pay 

a uniform tax rate or a variable rate which would reflect fluc- 
tuations in volume of unemployment. The result was a com- 
promise which left a choice with the states regarding the type 
of tax rate to be imposed. As of July 1, 1943, forty-three of the 
fifty-one jurisdictions, including Michigan, had adopted the 
variable rate known as experience or merit rating.^® Experience 
rating, which became effective in Michigan on January i, 1942, 
is designed to encourage greater effort to prevent unemploy- 
j ment by allowing employers a lower tax rate if their employ- 

I ment rate stays at a high level. 

The Michigan law establishes twelve categories of employ- 
er’s experience indexes and assigns to each category a payroll 
tax rate, as follows : 

Payroll Tax 
Rate 

(In Per Gent) 
1 .0 

1.3 
. 1.6 

. 1.9 

2.2 

^ ' 2,5 ■ ■■■' 

. . 2 . 8 '',,''/' 

■■■' 3*4, 

• '■ ' 3 ‘7 

An individual employer's experience index is determined by 

Social Security Act^ Title III, sec. 302^3, C7. S, Code^ Chap. 7, Subchap. Ill, 
sec* 50. 

Unemphymmt Insurance Service (Chicago; Commerce Clearing House, 
Inc., 1943^ 


Employer's Experience Index 
(In Per Cent) 

Less than i .0 

1 .0 and less than 1.3..... 

1 .3 and less than 1.6 

1 .6 and less than 1.9..... 

1 .9 and less than 2.2. , 

2 . 2 and less than 2.5 

2.5 and less than 2.8 

2 . 8 and less than 3.1.,... 

3.1 and less than 3.4 

3 ,4 and less than 3 .7 . . . , . 

3 .7 and less than 4.0 

4.0 or greater 



TABLE XXI 

Minimum Rates Under Experience Rating Provisions as of July i, 1943* (Per Cent) 
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dividing the total benefits charged to the employer's account 
over a period of three years by his total insured payroll for the 
same period. The tax rate payable by any employer then is 
ascertained by referring to the proper category in the above 
schedule. An employer is not entitled to a contribution rate 
of less than 3 per cent for the calendar years 1945 and 1946 
unless the commission records show that he had accumulated^ 
by September of the preceding year, a reserve balance of not 
less than 5 per cent of the taxable wages paid for the four calen- 
dar quarters ending September 30. 

It is shown in Table XXI that fifteen jurisdictions impose a 
minimum rate of i per cent on payrolls and that this is the 
most commonly used figure among the 43 jurisdictions having 
experience rating. Nineteen jurisdictions impose rates lower 
than I per cent and only three exceed this figure. In six juris- 
dictions no tax is imposed under the most favorable em- 
ployment conditions. The 4 per cent maximum in effect in 
Michigan, however, is high as compared with most of the other 
jurisdictions. For the District of Columbia and five other states 
the maximum is the same as in Michigan: Missouri imposes a 
maximum rate of 4.1 per cent and Nevada has no limit, and in 
the remaining thirty-three the maximum ranges from 1.33 per 
cent in Tennessee to 3.25 per cent in Minnesota. 

T,he most common maximum is 2.7 per cent, which is in 
operation in twenty-one jurisdictions. Eight jurisdictions im- 
pose a uniform rate of 2,7 per cent.^^ Alabama, California, New 
Jersey, and Rhode Island impose a tax on employees in addi- 
tion to that on employers. The 1939 Michigan law contained 
a provision for increasing employer's contribution rates when 
the ratio of total benefits to payrolls increased and reducing 
them when this diminished. This provision was removed by a 
1 941 amendment, and at present no method is provided for 
regulating the amount of funds which may accumulate in the 
employment fund. The average employer contribution rate paid 

” Alaska, Louisiana, Mississippi, Montana, New York, Rhode Island, Utah, 
and Washington. 
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in Michigan for 1944 was 1.2 per cent of payrolls as compared 
with 1-8 per cent for all the states and territories^® 

By recent legislation at least twelve states have^^ provided for 
raising tax rates for employers whose payrolls have increased 
with the rapid expansion in wartime industry. These states rec- 
ognize the probability that additional funds will be needed to 
meet the heavy demands by workers released from wartime 
industry and the armed forces and that contributions to the re- 
serve fund should be made when the liability for unemployment 
is incurred. As shown in T^ble XXII the estimated average 
contribution rate in 1942 for the automotive industry in Michi- 
gan was 2 per cent. This industry, which accounted for 39 per 
cent of the payroll within the state, w;fll be affected most seri- 
ously by the reconversion following the war, and it seems that 
some provision should have been made in the law to permit the 
accumulation of larger reserves. 

A plan for increasing the tax rates on Michigan employers 
during the wartime high risk period was recommended to the 
legislature by the Michigan Ukiemployment Compensation 
Commission.^® This plan called for a rate of 3 per cent on all pay- 
roll increases over the average payroll for the three-year period 
preceding December, 1943. For example, if an employer paid 
a I per cent rate under experience rating on a payroll of |io,ooo 
for the years 1941-43 and had a payroll of |5,p,ooo in 1944^ he 
would pay a rate of i per cent on $10,000 and 3 per cent on 
$40,000. By this arrangement the state would allow credit for 
experience rating only on basic risks. A number of advantages 
would flow from the suggested plan. There would be greater 
assurance that adequate reserves would be available to meet 

Social Security Bd., Employment Compensation Abstract^ op. cit. , . * , p. 

^ 3 * ^ ^ ^ ^ . 

Alabama, Florida, Georgia, Illinois, Iowa, Kansas, Maryland, Minnesota, 
Missouri, Ohio, Oklahoma, Wisconsin. Information obtained from the Michi- 
gan Unemployment Compensation Comm. (Detroit, July, 1945). Cf. Gladys 
R. Friedman, “War Risk Contribution Provisions in State Unemployment 
Compensation Laws,” Social Security BulL,^ 7, No. 51 (1944), pp. 

Mich. Unemployment Compensation Comm.<^ Detroit, 1944. 
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benefit payments during the anticipated postwar period of un- 
employment, and a less satisfactory method of assisting the 
uneiuployed, such as resort to general direct relief, could be 
avoided. Employers would be able to accumulate adequate re- 
serves in a period when their earnings 'are high and thus avoid 
iiicreasing contributions when production is low. In the latter 
event Michigan employers may find themselves at a disad- 
vantage in competing with industries of other states in, which 
lower rates prevail. The unemployment compensation tax pay- 
ment is a deductible item in determining the excess profits tax 
which now a,moiints to roughly 80 per cent, so that it would be 
of advantage to pay higher rates while the latter tax is still in 
effect. 

The Michigan Unemployment Commission keeps. a separate 
experience record for each employer, which includes the total 
taxable wages paid for the calendar year and the total benefits 
to be charged to his record. 

ASome Economic Effects of Experience Rating 

The first experience rating provision in this country was 
adopted by Wisconsin in 1939; for the remaining jurisdictions 
the effective dates range from January i, 1941 to January i, 
1945. Obviously, when these laws were enacted, there was little 
experience upon which to base such legislation. The experience 
rating provisions, therefore, were predicated largely upon the' 
two following theories: (i) the payment of rates based upon the' 
amount of unemployment experience by an individual em- 
ployer ■ will , stimulate him to greater efforts', in preventing 
unemployment j and (2) experience rating causes unstable indus- 
tries to bear an equitable portion of the social cost of unemploy- 
ment which occurs in such industries. These. arguments will be 
examined briefly in the following paragraphs. 

Stabilization of employment has been accepted by progres- 
sive, industrial concerns for many years as a means of increasing 
employment, reducing the cost of production, and realizing 
greater profits. It is generally .admitted, however, that the prin- 
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cipal causes of unemployment operate for extended periods 
over major sections of the economic system and cannot be con- 
trolled by employers acting individually.^^ Dr. Charles Myers^ 
after examining 247 Wisconsin firms, gave the following descrip- 
tion of the efforts of Wisconsin employers to stabilize employ- 
ment under the stimulus of experience rating : 

When employers attempted to stabilize employment as a result of 
the Act they usually adopted certain devices, if they had not already 
done so before, and if such devices were practical in their particular 
businesses- Employment management was centralized, and the work 
force selected more carefully. There was greater effort to transfer 
employees between departments to avoid lay-offs, and some restrain- 
ing was undertaken with that end in view. Sometimes employees were 
used for maintenance and repair jobs where there was not enough 
work to keep them busy in their regular departments. Where possible, 
the product or its parts were manufactured for stock during slack sea- 
sons, probably according to a production budget, so that it would be 
unnecessary to make so many lay-offs then or hire so many extras at 
a later peak. Other stabilization devices, such as diversification of 
products and markets dovetailing, and booking business in advance of 
the season were used less frequently. The tendency to maintain a 
small stable work force meant hiring fewer extras at the peak, thus 
adding somewhat to the total volume of unemployment. 

Except for work spreading, which cannot usually be regarded as 
stabilization, employers can do little or nothing to reduce cyclical un- 
employment. They admit that they are powerless in the face of gen- 
eral declines in business, and few will avoid the temptation of taking 
on extra employees as business seems to be rising. In no important 
case, furthermore, did an employer say that the Act has caused him to 
postpone a technological labor-displacing change. The anticipated 
profit from such a change was held to outweigh possible financial sav- 
ings from contribution rate reductions.^^ 

Rept. . . , , VoL //, Majority Rept. An Evaluation of Experience Rating in 
Relation to Federal Standards and the Broad Social and Economic Effect of VarF 
able Rates (Washington: Interstate Conf, Employment Security Agencies, 
Comm, on Experience Rating, 1 940), p. 37 ff. 

^ Dr, Charles A. Meyers, Employment Stabilization and the Wisconsin Act^ 
(Washington: U. S. Social Security Bd., Bur. Employment Security, Re- 
search and Statistics Div. . , . , ^^ 94 o)> P^ 42^* 
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According to Dr. Myers' report^ about half of the firms inter- 
viewed had done more work spreading under, the impetus of the 
act, although, only a minority had carried it to a point just 
above that at which benefits were payable. Other devices used 
for benefit avoidance were probationary-period hiring and the 
employment of ineligibles. These practices indicate that a law 
which rewarded the employer who has a low benefit record en- 
courages avoidance of the payment of benefits directly as well 
as by bona fide stabilization. 

Dr. Myers concluded his evaluation of experience rating un- 
der the Wisconsin Act as follows: 

Although many of the on,ginal claims concerning the Act h,ave not 
been borne out in subsequent experience, it is an indication of progress 
in industrial relations that Wisconsin employers under the Act have 
been more concerned with employment problems than they were be- 
fore. It is a positive gain that many employers have made genuine 
efforts under the impetus of the Act to reduce or eliminate intermit- 
tent and seasonal irregularity of employment where it is possible to do 
so. Many of the undesirable aspects of work spreading could be reme- 
died by an amendment to the law, but some increase in total unem- 
ployment (at least in the short run) appears to be an inevitable ac- 
companiment of thoroughgoing individual stabilization efforts. 

As long as something positive has been accomplished toward 
stabilization of employment among some Wisconsin firms, and inas- 
much as no workers have yet been denied benefits because of exhaustion 
of their former employers" accounts, the Wisconsin Unemployment 
Compensation Act should be accepted as a significant contribution to 
.social legislation.^ 

Some students of u,nemployment admit that the main causes 
of unemployment cannot be materially affected by the efforts 
of individual employers, but believe that according to equity 
and fairness unstable industries should bear the financial bur- 
den of unemployment incident to such industries. The alloca- 
tion of the higher payroll taxes imposed on the unstable indus- 
tries, it is claimed, is shifted forward to consumers through 
higher prices. It is possible, however, that part of the tax would 


» p. 145. 
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be shifted forward to consumer and part backward to employ- 
ers through reduced wages and smaller wage increases than 
otherwise would have been given. Employers would bear some 
of the burden by reason of reduced income and increased con- 
sumer goods prices. The weight of opinion among economists 
appears to be that the incidence of payroll taxes imposed on 
employers cannot be determined precisely, but that ultimately 
the main burden is more likely to be borne by workers than by 
consumers.^^ During the war period the Federal Government was 
the largest and in some cases the sole customer of many indus- 
tries. The Social Security Board is of the opinion that probably 
a sizeable segment of employer payroll taxes was shifted to the 
government through prices included in war contracts or deter- 
mined in renegotiation proceedings and hence fell on current 
and future taxpayers. The board believes that ceiling on prices 
of commodities sold to the civilian public restricted to some 
extent the shifting of employer payroll taxes to consumers under 
wartime conditions, and that the scarcity of manpower prob- 
ably ruled out much shifting of employer taxes to workers.^® 
Under an experience-rating system certain naturally stable 
industries, with little or no special effort toward stabilization 
of employment, would have the advantage of lower rates. On 
the other hand industries subject to cyclical influence would 
not be able to reduce costs materially through stabilization no 
matter how genuine their efforts. The effects of the adoption of 
experience rating, in Michigan, are shown in Table XXII. There 
is a concentration of payrolls subject to the i per cent minimum 
tax; for all industries the percentage was 51.3 per cent of the 
total; for public utilities, 83 per cent; for employers operating 
in the field of finance, insurance, and real estate, 71 per cent; 
and for employers engaged in the manufactureof durable goods, 

For a survey of the views of leading economists on the incidence of payroll 
taxes, see Seymour E. Harris, Economics oj Social Security (ist ed.; New York: 
McGraw-Hill Book Co., Inc.y 1941), pp. 285-^323; Cf. Interstate Cpnf. Em- 
ployment Security Agencies, Comm.^ on Employer Experience Rating, Rept. 
¥ qL //, op. ciL, pp* 49-50* 

Social Security Yearbook^ igpy (Washington :U. S. Govt. Print. Off. . . . , 
1943), pp. 16, 17. 
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* Adapted from Mich. Unemployment Comm., Biennial RepL^ 1940-42; Table VI. 

t Employers who have not been subject to the act for three continuous years are required to pay 3 per cent. 
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Other than automobiles, 64 per cent. A concentration of pay- 
rolls subject to the maximum tax was comparatively small, 
amounting to only 4.5 per cent of the total payment. According 
to the Michigan Unemployment Compensation Commission, 49 
per cent of the payrolls of automobile manufacturers were suIj- 
ject to a rate of 2.2 per cent. Xhe largest concentration at the 
maximum rate was on the payrolls of employers engaged in con- 
struction, which was imposed on 20.6 per cent of the payrolls of 
this industry. 

After the adoption of experience rating in Michigan the av- 
erage employer contribution rate dropped from 3 per cent in 
1941 to 1.69 per cent in 1942, 1.60 per cent in 1943, and 1.2 per 
cent in 1944. It has been estimated that the adjustment of rates 
permitted by experience rating resulted in a reduction of ^68.8 
million or 60 per cent of the amount which employers would 
have been obliged to pay on their 1944 payrolls had the original 
3 per cent uniform rate remained in eifect.^® The possibilities 
of rate reduction, especially for the naturally stable industries, 
has had a strong appeal to employers, and undoubtedly has 
been an important factor in the rapid development of experience 
rating in the great majority of the states.^^ 

A divergence of opinion has arisen on the question of whether 
experience rating will result in interstate competition between 
employers engaged in the same line of industry located in dif- 
ferent states. The Committee on Employers Experience Rating 
were divided on this issue. The majority view is that employers 
who are placed in unfavorable competitive positions will bring 
great pressure on legislature to reduce payroll taxes with the 
result that further progress in the development of adequate 
benefits will be hindered and that existing systems may even 
be broken down.*® The minority view of the committee is that 
experience rating will probably have less important effects on 

“ U. S. Social Security Board, Unemployment Compensation Abstract, op. 
cit , p. 23._ 

^ Forty-three states had adopted merit rating by 1942. 

For the detailed arguments presented in the majority report, see Inter- 
state Conf. Employment Security Agencies, Comm, on Employer Experience 
Rating, Kept., Vol. II, op. cit., p. 10. 
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employer competition across state lines than is often claimed. 
According to this view, the effects of experience rating on inter- 
state competition will be relatively insignificant as compared to 
major factors which vitally affect industry, such as nearness to 
raw material, markets, and labor supply, freight rate differ- 
entials, income and property taxes,^^ 

The Social Security Board is convinced that serious competi- 
tion among the states in the reduction of rates has already set 
in. The views of the board are expressed in the following words: 

The diversity of experience-rating provisions under state laws has 
resulted in the fact that competing employers in various states con- 
tribute at different rates even when their employment experience is : 
identicaL In actuality, the allowance of additional credits against 
the federal unemployment tax in line with experience rating provisions , 
has worked' out so as to handicap competing employers in different 
states, a situation which that tax was intended to avoid. The result of 
these discrepancies is to instill in the states fear of placing their em- 
ployers at a competitive disadvantage in comparison with employers 
elsewhere. This fear gives an incentive to distort employer experience- 
rating plans and to refrain from measures to improve benefit stand- 
ards. This situation works out to the financial disadvantage of em- 
ployers in states which are endeavoring to deal adequately with 
workers' risks of unemployment and undermines the basic purpose of 
the unemployment compensation program. It threatens to impede 
improvement in the security furnished by the system and defeat the 
Burpose for which it was created.^® 

Maintenance of Unemployment Compensation Fund 

One of the most baffling financial problems which the com- 
mission and the legislature have to face is the maintenance of 
an adequate reserve for the payment of benefits. The risks of 
employment cannot be anticipated with the same degree of 
accuracy as the, familiar types of insurance, such as accident, 
death, and fire. The sudden and severe depression beginning 

Bor arguments set forth in the minority report, see Iniersiaie Cmf. Em^ 
pkyment Smmty Agencies^ Comm* on Employer Experience Rsiing^ Kept* VoL 
a/., pp. 8-12. 

£/. S, Social Security Bd*y Seventh AnfiualRepL . . . , 1 941-42 (Washing- 
ton, 1942), pp. 16-17, 
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TABLE XXIII 


Accruals to Unemployment Compensation Reserve Fund* 

I937"-I943t 

(In Thousands of Dollars) 


Period 

Em- 
ployers’ 
Contribu- 
tion and 
Interest 

Interest 

Earned 

and 

Credited 

Total Net 
Contribu- 
tions and 
Interest 

Total 

Fund 

Before 

Benefit 

Payments 

Net 

Benefit 

Payments 

Balance 
of Fund 
End of 
Period 

Ratio of 1 
Benefits 1 
to Fund 
(Per 
Cent) 

Ratio of 
Accruals 
to Net 
Benefit 
Pay- 
ments 
(Per 









Cent) 

1937 

January-Marcli 
April-June 
July-September 
October-D ecember 

$13,806 

237 

SI 

29,03s 

$ 11 

81 
84 

$13,806 

248 

131 

29,119 

$13,806 

14,054 

14,18s 

43,304 


$13,806 

14,054 

14,185 

43,304 



Total for Year 

$43,128 

$ 9,644 
9,SI3 
4,908 
8,839 

$ 176 

$ 184 

291 
357 
355 

$43,304 

$ 9,828 
9,804 
5,265 
9,194 






1938 

January-March 
April-June 
July-September 
October-D ecember 

$53,132 

62,936 

68,201 

58,010 


$53,132 

62,936 

48,816 

37,492 






$19,385 

20,518 

$39,903 

28. 42 
35.37 

.85 

Total for Year 

$32,904 

$ 1,186 

$34,091 






January-liarch. 
Apfil-June 
July-September 
October-D ecember 

$ii, 5 s 6 

11,261 

11,327 

11,013 

S 231 

229 

267 

269 

$11,787 

11,490 

11,594 

11,282 

$49,279 

51,581 

55,805 

51,718 

$ 9,i8S 
7,370 
15,369 
5,187 

$40,091 

44,211 

40,436 

46,531 

18.64 

14.29 

27.54 

10.03 


Total for Year 

$45,157 

$12,143 : 

i 2>9S6 ; 

12,007 

12,775 

$ 996 

$ 276 

320 

363 

391 

; $46,153 

$12,419 

13,276 

13,360 

13,166 


$37,114 

$ 5,777 
5,779 
12,66$ 
2,970 




January-I^arch 
April-June 
July-September 
October-D ecember 

$.58,950 

66,449 

74,030 

72,599 

$.53,173 

60,670 

61,365 

69,629* 

9.80 

8.70 

17.11 

4.09 


Total for Year 

$50,871 

$15,089 
16,347 
i8,iao 
17,981 ■ 

$ 1,350 

$ 89s 

572 
66s 

$52,221 

$15,089 

17,242 

18,692 

18,646 


$27,191 

$ 3,378 ' 
2,183 
5,899 
3,8 s 6 



1.9a 

1941 

January-March 

April-June 

July-September 

October-Dccember 

$ 84,718 i 
98,582 j 
115,091 
127,838 

$ 81,340 

96,399 

109,192 

123,982 

4.00 

2. 2X 
5.13 
3.02 

Total for Year 

$67,537 

$19,052 

12,097 

12,360 

13,119 

$ 2,132 

$ 739 

78X 
757 
720 

$69,669 

$19,791 

12,878 

13,117 

13,839 


$15,316 

$19,072 

14,393 

S,6o6 

2,000 



4.59 

1042 

January-March 
April-June 
July-September 
October-D ecember 

$143,774 

137,579 

136,303 

144,536 

$124,701 

123,186 

130,697 

142,536 

13.27 

10.46 

4. IX 
1.3S 

Total for Year 

$56,628 

$13,915 

15,98.5 

16,725 

16,183 

$ 2,997 

$ '838' 
916 
866 
942 

$59,625 

$14,753 

16,901 

17,591 

17,125 


$41,071 

$ 1,775 

723 

350 

371 



1.4s' 

1043 

January-March 

April-June 

July-September 

October-Decernber 

$157,289 

172,41s 

189, 283 
206,058 

$155,514 

171,692 

188,933 

205,687 

1.13 

' 0.42 
o.'iS , 
0.18 

Total for Year 

$62,808 

$13,298 

14,096 

$ 3,562 

$■ 1,014 

1,070 

$66,370 

$14,312 
5, 166 


$ 3,219 

$ 1,345 
1,479 



20 . 62 

1044 

January-March 

April-June 

$219,999 

233,820 

$218,654 

232,341 

0.61 

0.63 

Total 

$27,394 

$ 2,084 

$29,478 


$ 2,824 



10.44 





* Midi. Unemploymenl Comm., Biennial Repls,^ I 037 ’“ 43 * 

f A total of $1,931,485.64 was transferred to the Railroad Unemployment Insurance Account during 
October and November, 1940. 
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1 933 the Pearl Harbor attack in 1941 are examples of 

unforseeable incidents affecting the volume of employment. 
Experience with unemployment insurance in Michigan^ as in 
most of the other states, is too brief to support any but general 
conclusions relative to the amount of reserves which should be 
maintained. 

Table XXIII shows accruals to the reserve fund from em- 
ployee contributions and interest earned, net benefit payments, 
and the amount of reserve on hand at the close of each year for 
the period i937'-43. Before permitting any benefit payments in 
Michigan, a fund was accumulated over a period of eighteen 
months extending from. January, 1937 .to July 1938. In that 
time a reserve of $63 million had been established fro.m em- 
ployee contributions and interest earned. At the close .of 1938 
the fund had been reduced to $37.5 million. 

Benefit payments began at the bottom of a short but severe 
depression — the covered industries dropped from i, *279, 000 em- 
ployees in October, 1937 to 991,000 in January 1938, and to a 
low of 834,000 in July of 1938, a total decline of 34 per cent.^^' 
From this point the volume of covered employees rose to 1,05.1,- 
000 in December of 1938. For the twelve months following July 
I, 1938, 23 per cent of insured workers were receiving benefit 
payments. Among the industrial groups the range was from 
1^3 per cent in professional services to 44.6 per cent in auto- 
mobiles, bodies, and parts. Payment, of benefits for the July- 
September quarter, 1938, took 28 per cent and the October- 
December quarter 35 . per cent of the reserve. Although the 
benefit payments covered only six months, they exceeded in- * 
come by |6 million. 

^ Accruals to the fund for. 1939 wore 1.2,4 times the net benefit ^ 
payments. The ratio of benefit payments to the fund ranged , 
from a high of 19 per cent in the first quarter to a low of 10 per 
cent in the last quarter; at the close of the year the fund had de- ' 
dined to $46.5 million. 

Paul L. Stanchfield, “Adequacy of Benefit Duration in Michigan, 1938- i 
39, A Survey of Experience in a Minor Depression.? Soaal Security BuiL^ 3, : 
No. 9 (1940) : pp. 1 9-28. i 
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Owing to increased activities in the war industries, contribu- 
tions for 1940 increased and benefit payments declined with 
the result that the income amounted to almost twice the amount 
of benefit payments. The ratio of benefit payments to the fund 
ranged from 17 per cent in the third quarter to 4 per cent in the 
fourth quarter. The unused balance in the fund at the end of the 
year had risen to $69.6 million. 

The year 1941 witnessed still greater increases in the fund 
and larger reductions in benefit payments. The income for this 
year was 4I times the net payments and the ratio of benefits to 
the fund ranged from 5 per cent in the third quarter to a 2 per 
cent in the second quarter. At the close of the year the unused 
fund had grown to $124 million. 

Following the attack on Pearl Harbor in 1941, the automo- 
bile industry was ordered to stop production causing 225,000 
Michigan workers to be thrown out of employment. With re- 
duced payrolls, the introduction of experience rating, and in- 
creased benefit payments in 1942, income still amounted to 
1.59 per cent of disbursements. The ratio of benefit payments 
to the fund ranged from 13 per cent in the first quarter to i per 
cent in the last quarter. Notwithstanding these determents, 
the unused balance in the fund at the close of the year rose to 
$142.5 million, an increase of fi8.6 million over the previous 
year. By June 30, 1944 the fund stood at $232.3 million. For the 
six-month period preceding that date it required only 0.6 per 
cent of the fund to meet benefit payments and accruals 
amounted to ten times disbursements. For the nation as a 
whole, the average ratio of benefits paid to contributions col- 
lected fell to 6 per cent for 1943, as contrasted with 30 per cent 
in 1942 and 61 per cent in 1940.®* 

The huge reserve which accumulated during the war period 
should be regarded as temporary and the product of most favor- 
able circumstances. When a large fund accumulates, there is 
the temptation to increase benefits or reduce rates. The follow- 
ing statemervt of the commission indicates that it is well aware 
of large potential liabilities against the reserve. 

Social Security Yearbook^ 1^43 (Washington: U. S. Govt. Print. Off., 1943), 

p. II. 
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Unemployment following the end of the last war^ as well as the most 
recent experience with conversion unemployment leads to a belief 
that the heaviest .unemployment claim load ever experienced in Mich- 
igan will accompany the reconversion to normal production when peace 
is won. Postwar unemployment may affect as many as 400POO work- 
ers released from war production, with pe,rliaps an additional 100,000 
claimants coming from the ranks of service men demobilized following 
the end' of the Practically all of this group will seek unemploy- 
ment compensation to tide them over the period of industrial recon- 
version.®^ 

The Social Security Board has estimated the percentage of 
employed covered workers that could have been paid benefits 
for the maximum duration from the reserve on hand in each 
state on June 30, 1944. The percentages for Michigan and 
neighboring states were shown as folio 


1 

State 

Percentage of 
Covered 
Workers 

Maximum 
Duration 
in Weeks 

Illinois. 

53-6 

20 

Indiana 

57-7 

18 

Michigan 

39-7 

so 

Ohio.: 

72.0 

rS 

Pennsylvania 

81.8 

I , ' 16^ 

Average for United States 

67.2 

* V , 


The rapidity with which a reserve can be reduced during a 
period of mass unemployment w.as demonstrated in the fiscal 
year ending June 30, 1939, when total payments amounted to 
156,461,000 and accruals, to the reserve fund to only l37?736r 
OCX)',. leaving, a balance of $.19,725,000 to be paid from' accumu- 
lated resert^ed® Although $257 million on hand on December i, 
1944 appears to be a huge sum, a large part of this may be 
needed to cover the risk of unemployment during the postwar 

reconversion period. If Michigan should have 500,000 claim- 

' " . 

Mich. Unemployment Comm., Biennial Kept., 1940-42., p. 53. 

U. S. Social Security Bd., Unemployment Compensation Abstract, op. cit. 
pp. 8, 23. 

“See Table XXIIL 0.93. 
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ants for unemployment benefits^ payments would amount 
to approximately $10 million a week and the reserve would be 
exhausted in about twenty~six weeks. It seems reasonable to 
assume that the reconversion period will continue over a pe- 
riod of six months to a year^ and in this event many workers 
would have exhausted their benefits long before employment 
became available. 

Benefits 

Amount Allowed 

For total unemployment the law provides a weekly primary 
benefit equal to 5 per cent of the worker's wages in that calendar 
quarter of his base period in which his wages were highest, but 
such payment must not be less than $10 per week nor more than 
$20. Subject to certain exceptions to be noted presently, the 
maximum duration of benefits is twenty weeks in any one bene- 
fit year. In addition to primary benefits the worker receives 
$2.00 per week for each dependent child under eighteen years of 
age, or under twenty-one years of age if such child is unable to 
engage in remunerative employment because of mental or 
physical infirmity. The maximum payment payable to a worker 
with dependent children is an amount equal to the worker's 
average weekly wage for the quarter of the base period in which 
his earnings were greatest, or $28, whichever is smaller. If the 
total base period wages are |8oo or more, total benefits must 
not exceed 25 per cent of such wages, but if total wages are 
less than $800, the maximum total benefits cannot exceed 
30 per cent of such amounts or $300, whichever is smaller. 
Benefits which are available for each week of partial unem- 
ployment are equal to a full benefit payment, less 75 per 
cent of the wages earned each week, or less than the income 
earned in excess of $3.00, whichever amount is smaller. Any 
activity during a week which yields $2.00 or less constitutes 
total unemployment. At the discretion of the commission bene- 
fits may be^ extended for an additional eighteen weeks if the 
worker agrees to take a course in vocational training. The course 
must be approved by a local advisory council on which labor 
and employer are represented. 
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Eligibility for Benefits 

111 order to be eligible for benefits the insured worker must 
fulfill the following requirements: (i) file his claim in. acco.rdance 
with the regulations prescribed by the co,m.niission ; (2) register 
at a.n employment office for work and continue to report to such 
office until emp.loyed; (3) be able to work and be available for 
full or part-time employ.ment; (4) serve the required one week 
waiting period; (5) earn at least $250 during his base period,, 
part of which must have been received for work in each of two 
different calendar quarters of his base period; and (6) partici- 
pate in a vocational training program if he has applied for an, 
extension, of benefits beyond the maximu,m period. Honorably 
discharged veterans of the armed forces of the United States, 
includiiig women’s auxiliaries, are eligible for iinem.ployment 
benefits provided they are able to work and keep themselves 
available for employment. 

The following conditions disqualify the worker for receiving 
benefits: (i) discharge for misconduct; (2) participation in a 
strike; (3) .failure to apply for suitable work;^^ and (4) .failure to 
repay benefits awarded illegally. If a worker claiming benefits 
is receiving workmen’s compensation, old-age insurance, or 
other compensation under federal law, the commission may re- 
duce his benefits to the extent of his income from any of these 
sources. 

Comparative Amount of Benefits Paid in .Michigan , 

A comparative analysis of unemployment com,pensatioii laws 
..in,, effect in this country made by the Social Security Boa,rd 
shows that identical wages will not give the claimant the same 
or even similar benefit rights in most of the jurisdictions^’^ In 

Work is not considered suitable under the following conditions: (1) the 
pOsSition is vacant due directly to a strike; (a) the remuneration, hours, or 
other conditions of the work offered are substantially less favorable than those 
prevailing for similar wmrk in the locality, and (3) worker is required to join 
a company union, resign from, or refrain from joining any bona hde labor 
organization. 

Social Security Board, Unemployment Compensation Abstract Program 
Statistics and Provisions 0/ State Laws^ (^944)* P» 20. 
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this Study the weekly benefit payment, maximum potential 
benefits, and duration are shown for four hypothetical cases 
under the laws of the fifty-one states and territories. To sum- 
marize the comparative position of Michigan, as shown in this 
study, it may be said that the allowance of benefits on small 
earnings has been omitted in Michigan and six other industrial 
states for administrative reasons, whereas in the great majority 
of the jurisdictions, benefits of varying amounts are paid on 
small amounts of wages. For eligible w irkers with high-quarter 
wages of I250 and base-period wages of I500 or higher, Michi- 
gan may be regarded as liberal as compared with the majority 
of other jurisdictions. This liberality increases as the amount 
of income and steadiness of employment increases. 

The adoption of experience-rating shows a tendency to ad- 
here to commercial insurance principles; that is, for the amount 
of protection to correspond to the amount of premiums paid. 
States that pay benefits on small incomes disproportionate to 
the contributions made by the workers and that impose rates 
with little or no differentiation based upon experience lean to- 
ward the principle of social insurance. The supporting argu- 
ments for the latter policy are, first, that risks are spread more 
uniformly over the entire group of workers, and thereby pre- 
vents the placing of too large a share of the cost of unemploy- 
ment upon employers and employees who are least able to bear 
the burden, and, second, greater assurance is given that a suffi- 
cient reserve will be accumulated to carry through reasonable 
periods of depression. 

Exhaustion of Benefits 

In a study for the benefit year ending June 30, 1939, Stanch- 
field found that 45.8 per cent of Michigan beneficiaries had ex- 
hausted their benefit rights before being re-employed.®* The 
duration of benefits under Michigan law, like that in most other 
states, is governed by the total wages earned during the base 
period. Stanchfield’s analysis showed a close relationship be- 
tween the exhaustion ratio and the potential duration of bene- 

Paul L. Stanchfield, op. dt., p. 2a, 
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fits to which the claimants were entitled. In the group of bene- 
ficiaries whose duration reached the maximum, of sixteen weeksj 
only 29.8 per cent had exhausted benefit rights as compared 
with the average ratio of 45.8 per cent for all covered workers. 
From, the data analyzed, Stanchfield reached the following co,!!- 
cliision: 

.From these data it is clear that the workers who had been least 
regularly employed, during the base period, and who were thus least, 
likely to . have accumulated savings to tide them over a long period 
of unemployment were the group for whom the benefit provisions ,of 
the Michigan law proved most inadequate in terms of duration. The 
attempt to maintain an arbitrary mathematical relationship between 
wage credits and benefit rights — ^on the theory that a worker^s insur- 
ance rights should be related to the contributions previously paid on 
his behalf— -is thus to a great degree responsible for the failure of un- 
employment compensation in Michigan during 1938 and 1939 to 
bridge the interval between jobs without compelling the unemployed 
worker to pass through the cumbersome and morale-desStroying proc- 
ess of obtaining relief based on the proof of need.^® 

Creamer and Wellman also made a study of the benefit year, 
ending June 30, 1939, for the purpose of determining the re- 
employment experience of beneficiaries who had exhausted bene- 
fit rights, and to ascertain what proportion of these had ob- 
tained general or work relief.^® Analysis was made of a sample 
drawn at random from experiences of beneficiaries in Wayne 
County.^^ This analysis disclosed the significant fact that only 
one-third of the beneficiaries were re-employed in covered em- 
ployment® in the quarter in which benefit rights were exhausted. 
About 30 per cent of this number were compelled to seek gen- 
eral .or work relief. Another one-third were not e.mployed by .the 
.end, of the quarter following the .first benefit year. ' 

pp. 27*-28. 

Daniel Creamer and A. C. Wellman, "‘Adequacy of Unemployment Bene- 
fits in the Detroit Area During the 193B. Recession,*' Social Security Bully 
3,No. II (i94o):3-n. 

The number of beneficiaries in Wayne County constituted more than one- 
half of the state total. 

Covered employment included workers with earnings of at least I50. 
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The Michigan Unemployment Compensation Commission 
has made a statistical study of the duration and exhaustion of 
beinefit payments for the years, 1940 and 1941.^® The average 
number of potential weeks allowed for 1940 was 154.4 but only 

7.7 weeks were actually drawn. Notwithstanding this situation 

24.7 per cent of the claimants exhausted their benefits before 
obtaining employment. Slightly better results were shown in 
1941 when the number of claimants exhausting benefits was 
reduced to ao per cent. Claimants with low wage rates and bene- 
fits experienced considerably higher percentages of exhaustion 
than workers who qualified for high rates and longer duration. 
In 1941 only 8.7 per cent of the group receiving an average 
weekly wage of $16 exhausted benefit rights, whereas 40 per 
cent of the workers who were earning an average of $10 ex- 
hausted benefits before re-employment. 

Inadequacies of the benefit provisions were recognized by the 
legislature and, in 1942, amendments were passed in an en- 
deavor to strengthen this feature. The maximum potential 
weekly benefits were increased from $16 to $20 and the mini- 
mum from I7 to $10. The maximum duration was increased 
from eighteen weeks to twenty weeks and the minimum set 
at twelve weeks. The rate of the workers high-quarter wages 
used to determine the weekly benefit was increased from 
4 per cent to 5 per cent. The commission redetermined the 
benefit rights under the amended law, and by analyzing the 
results it was possible to observe the effects of the amendments. 
The change in the base for computing the weekly benefit rights 
affected practically all claimants; the average weekly benefit 
payment increased from IX4.48 to $18.13. Over one-half of the 
cases studied showed increases in duration. Under the amended 
act, 25.9 per cent of the claimants qualified for the 12 weeks 
minimum and 38.3 per cent for the maximum, whereas under 
the former law these percentages were 13.3 per cent and 68 per 
cent, respectively. The commission summarized the effect of the 
amendments as follows: 

^ Mich. Unemployment Compensation Comm., Biennial Kept., 1940-42, pp. 
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The extended benefit provisions of the present Michigan: law have 
been effective in carrying a large portion of Mi,chigan's workers 
through their entire period of conversion unemployment, but even 
under the amended law a large portion of workers have exhausted 
their benefit rights before the end of their benefit yeard^ 

The commission reported that in the third quarter of ' 194a, 
39.2. per cent of the claimants thrown out of work by war in- 
dustry adjustment had exhausted their benefit rights.*^*'' The 
Social Security Board estimated that 10,7 per cent of Michigan 
beneficiaries had exhausted their benefit rights in 1943, and 
that for such claimants the average duration of benefits 
amounted to 14.2 weeks. The percentage of exhaustion of bene- 
fits in Michigan was low as compared with the great majority 
of the statesd® 

NEED FOR STANDARDIZATION AND UNIFORMITY IN 
STATE UNEMPLOYMENT COMPENSATION ACTS 

Comparative analysis of unemployment compensation acts 
reveals considerable variation in the standards among the fifty- 
one jurisdictions of this country where such laws are in effect. 
Disparities in the proportion of workers covered and the de- 
gree of protection afforded are emerging as subjects of major 
interest. Three points of view have developed with regard to 
uniformity and standardization of state unemployment com- 
pensation acts. ■' 

One point of view favors establishing certain minimum stand- 
ards applicable to all states which, it is claimed, would not in- 
terfere with further experimentation^^ According to this plan, 
federal standards .would establish minimum benefit payments, 
below which any state could not go and reduce contribution 
rates. To accomplish this purpose, the federal requirements 
would affect a number of existing provisions of state laws, such 

IMd,^ p. 49. 

p. 39.^ 

Social Security Bd., Unemployment Compensation Abstract^ Trogram Sta- 
tistics and Provisions of State Laws^ xgyy-^4 (i944)> PP* 8, 1 5. 

Interstate Conf. of Employment Securities Agencies, Comm, on Expe- 
rience Rating, Rept.^ VoL II, op. ciL^ pp. 14-25. 
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as minimum weekly payments, qualifying earnings require- 
ments, partial unemployment, waiting period, disqualification 
for benefits, and duration. 

The position taken by the Social Security Board is representa- 
tive of a second point of view which is that only a federally ad- 
ministered and financed program can obviate the defects that 
have developed in many of the state plans. 

To illustrate the difference in protection furnished in the 
several states, the Social Security Board has cited the following 
hypothetical case. A worker with a high quarter earnings of 
I400 and annual earnings of ^1,000 would receive weekly 
benefits varying from ?ii to ^17 and total benefits ranging 
from $100 to 1400, depending upon the state in which he 
earned his wages.^® Each state is free to determine its own rate 
structure, which, in the opinion of the boards, has resulted in 
serious competition in payroll tax rate reduction. Benefit pay- 
ments are made from funds held separately for each state, and 
inasmuch as employment varies widely some jurisdictions have 
more than enough to meet immediate and future needs while 
others may be hard pressed to meet their obligations. 

The main arguments in support of federalization may be 
summarized as follows (i) pooling of state funds would 
furnish better protection to workers throughout the country 
than the present plan of maintaining a separate fund for each 
jurisdiction; (2) the cost of unemployment compensation would 
be equalized among the several jurisdictions and interstate 
competition in rate reduction could be eliminated; (3) a single 
tax return could be used for both unemployment compensation 
and old age insurance, thereby reducing the number of reports 
required of employers; (4) maritime workers who are now with- 
out protection because of legal difficulties encountered in the 
enactment of state law, could be covered; and (5) only a na- 
tional uniformly operated plan would be adequate to meet the 
needs of the period immediately following the war and to 
achieve the long-run objectives of social security. 

U. S. Social Security Bd,y Seventh Annual Rept,^ 194Z, pp. 

3id,^ Cf. A. J. Aitmeyer, ^^Unemployment Insurance: Federal or State 
Responsibility?’'’ Nat, Mun, Rev,^ (^943)^ 237-42, 280. 
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The conditions following the war which will demand federali- 
zation of unemployment compensation are described by the 
board in the following words: 

The national character of the labor market has become indisputably 
clear in terms of the job of mobilizing the labor force and allocating 
available manpower in the ways which best will serve the needs of the 
nation. The task of relocating returned soldiers in civilian jobs and of 
demobilizing workers in war industries will bring problems at least 
equally comprehensive. In many states technological progress during 
the war may have drastically changed the industrial scene for workers 
whose experience was gained in prewar years. Young people who have 
undertaken their first jobs during the war or have gone from school 
into Army and Navy will require direction, and often training, to en- 
able them to find their place in civilian pursuits. Extensive migration 
of workers and their families will be necessary in the readjustment of 
the country to peacetime activities.^® 

A third point of view is that the states, if left to their own 
initiative, will work out a satisfactory plan for standardizing 
unemployment compensation by methods calling for co-opera- 
tion among the states and with the federal government. The 
arguments produced by Paul A. Raushenbush, President of the 
Interstate Conference of Employment Security Agencies, are 
fairly representative of those opposing federalization.^^ jffis 
main arguments may be summarized as follows: (i) our federal 
interstate system of unemployment compensation is now one 
of the important bulwarks of the democratic back-home gov- 
ernment against undue centralization of the public business; ( 2 ) 
the states have made a great deal of progress during the past 
few years toward more adequate benefit protection—notably 
liberalization of benefit waiting periods which have been re- 
duced in nearly all the states to less than one-half of their origi- 
nal levels; (3) there have been substantial increases in the 
weekly benefit amounts payable to unemployed workers; (4) 

“ 3i£ 

Paul A. Raushenbush, ^‘Unemployment Compensation: iederal-State 
Cooperation,” Mat Mun. 3a (1943): 413-31; C£ Interstate Conf. Em- 
ployment Security Agencies, Comm, on Experience Rating, Rpt . , . VqI II I ^ 
Joint Minority Report^ State Unemployment Compensation Laws and Unempky^ 
meni Compensation Experienee Rating (Washington, S940). 
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real progress has been made during the past few years in in- 
creasing the period of duration of benefits; (5) more than one- 
half of the state laws are now covering employers of less than 
eight workers^ whereas the federal unemployment tax passed 
in 1935 still applies to employers having eight or more work- 
ers; (6) under the present interstate co-operative plan a worker 
may move from one state to another without losing his benefit 
rights; (7) the laws of forty-two states now authorize co-opera- 
tive interstate arrangements for combining benefit cla,ims of 
multistate workers; (8) the substantial benefit liberalization 
achieved by most states within the past few years leads to the 
belief that there has been more interstate rivalry to liberalize 
benefits than to hold them down; (9) national action might pos- 
sibly level down as well as up and liberal states could no longer 
furnish the spearheads of experimentation and legislative ad- 
vance which have been effective in the past in improving the 
present system; (10) most of the states apparently believe that 
their unemployment reserve funds will be adequate to meet 
their needs at the close of the war — nine states have required 
employers to pay higher war risk contribution rates in order 
to increase their reserves for the postwar impact; (i i) reporting 
by multistate employers to the various jurisdictions is not so 
burdensome as is sometimes claimed, especially where the rec- 
ords are decentralized permitting each plant to report to the 
state in which it is located; (la) the administration of unem- 
ployment compensation is inherently more complex than that 
of federally operated old age insurance so that results achieved 
with the latter program might not be accomplished with the 
former; (13) experience rating roughly allocates the costs in- 
volved to specific plants and products thereby treating benefits 
as business costs rather than generalized social costs, and at the 
same time affords employers a concrete added inducement to 
provide the steadiest employment they possibly can*^^ 

RAILROAD UNEMPLOYMENT COMPENSATION^^ 

^933 the railway labor executives’ association recom- 

See pp, 147-51 for a summary and conclusion on unemployment compen- 
sation. 

U. S, Railroad Retirement Bd., Ann. Rpts*^ I937”*'43i 
Ed. and SuDtfL to Dec. 27. I 0 d 7 . Title aC. Chap. ii. 
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mended that federal legislation be enacted providing for the 
payment of temporary benefits to the unemployed and the 
stabilization of employment in the railroad industry. In 1935 
the President's Committee on Economic Security proposed the 
establishment of a separate nationally administered system of 
unemployment compensation for railroad employees and mari- 
time workers. Stimulated by these efforts, Congress passed the 
Railroad Unemployment Insurance Act in 1938, and railroad 
employees formerly covered by private and state unemploy- 
ment systems came under the jurisdiction of the national act. 

Administrative Organization 

The Railroad Unemployment Insurance Act is administered 
by the Railroad Retirement Board consisting of three members 
appointed by the President for a staggered term of five years. 
One member must be appointed from candidates recommended 
by the representatives of carrier employees and a second from 
recommendations by carriers. The third member, who acts as 
chairman of the board, is appointed without recommendations 
of either employers or employees. 

Financing 

Railroad unemployment compensation is financed by a tax 
collected from employers at the rate of 3 per cent of compensa- 
tion payable to the employee up to $300 per month. Ninety 
per cent of the collections is paid into the Social Security Un- 
employment Trust Fund and credited to the Railroad Unem- 
ploymient Insurance Account maintained by the Secretary of 
the Treasury. Funds from this account are available to the 
Railroad Retirement Board for the payment of benefits. Ten 
per cent of the collections are paid into the railroad insurance 
administration fund and is used to pay the administration ex-, 
pense. 

Coverage and Benefits 

The Railroad Unemployment Insurance Act covers employ- 
ees of railroads, express and. sleeping car companies subject to 
the Interstate Commerce Act, and companies owned or con- 
trolled by these carriers which perform services in connection 
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with railroad transportation. In addition the act includes em- 
ployee railroad associations, national labor organizations, and 
employee representatives. 

In order to qualify for benefits, the worker must show that he 
has earned at least $150 in covered employment during the 
base year.®^ The worker is disqualified for benefits under the 
following conditions: (i) voluntary leaving of suitable employ- 
ment without good cause; (2) submitting fraudulent claims for 
benefits; (3) receiving annuities, benefits, or old age pensions 
or annuities under the Railroad Retirement Act or any other 
act of Congress; (4) receiving unemployment benefits under 
any other unemployment compensation system; (5) unemploy- 
ment resulting from an unauthorized strike or a strike in viola- 
tion of the Railway Labor Act unless the employee is not par- 
ticipating or does not belong to a class of workers who are taking 
part in the dispute. Benefit payments to workers paid on a 


TABLE XXIV 

Schedule of Benefit Payments to Unemployed Railroad Workers 


Compensation for Covered 
Employment During Base Year 

Daily 

Benefit 

Rate 

Maximum 
Amount in 
a Fourteen- 
day 
Period 

Maximum 

Amount 

During 

Benefit 

Year 

t ISO to? 199 - 99 -' 

?i.7S 

?i7-5o 

$175 

200 to 474,99................. 

2.00 

20.00 

200 

47Sto 749-99- 

a. 25 

22.50' ’ 

225 

750 to 999-99-- 

2.50 

25.00 

250 

I ,000 to 1 ,299 ,99 . .... 

3.00 

30.00 

300 

1, 300 to 1,599.99 

3 ‘50 

35.00 

■■ "'afO'"; 

I j6ooor more. 

4.00 

40.00 

400 


mileage basis are subject to certain restrictions. The worker’s 
claim for benefits must be submitted for periods of fourteen 
consecutive days beginning with the day of unemployment. 
Benefits for the first registration period in a benefit year are 
paid for eSch day of unemployment in excess of seven within the 

“ The base year is the calendar year preceding the benefit year, which is a 
twelve-month period beginning July i and ending June 30. 
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fourteen-day period. For the second and subsequent registra- 
tion periods in the base year benefits are paid for each day of 
unemployment in excess of four. It is shown in Table XXIV 
that daily benefit payments vary from $1.75 to $4.00 depending 
upon the amount of wages received during the base year. The 
maximum amount of benefits payable during the base year is 
100 times the employee’s daily benefit payment. 

COMPARISON OF FEDERAL RAILROAD UNEMPLOYMENT COMPEN- 
SATION SYSTEM WITH STATE UNEMPLOYMENT ACTS 

The federal railroad unemployment compensation system is 
limited to one large industrial group whereas Michigan and 
other state systems cover a wide range of industrial and busi- 
ness employers. For the fiscal year 1942-43 wages in industry 
covered by state unemployment compensation systems repre- 
sented 64 per cent of total wages paid in the United States 
while that for the railroad unemployment system was only 3.7 
per cent of the total.^“ Benefits payable to railroad employees 
for a period of fourteen days continuous unemployment range 
from I7.50 to $40; under the Michigan act the range for a 
similar period is from $20 to $ 56 . The railroad system has 
a simple method of computing benefits compared to that in 
effect in Michigan. The choice to use experience rating such as 
is employed in Michigan and most of the other states was not 
extended to carriers. In contrast to the state laws the railroad 
act is federally administered, operates uniformly in all the 
states, and all employers pay into a pooled fund at the same 
rate. 

Old Age AND Survivors Insurance®* 

CUd age insurance for wage earners was authorized by the 
Federal Social Security Act of 1935.®’' T^he original act provided 

“ Social Security Yearbook, 1^4^ (Washington: U. S. Govt. Print. Off., 
1943), P-9- 

For a summary of the important facts and conclusions relathre to old age 
and survivors insurance, see pp. 151-54 of this study. 

" t/. 5 Code, Title 42, Chap. 7j Subchap. 2, secs. 4, i, 41 os; Subchap. 8, 
secs, looi-ii. 
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for old age insurance for wage earners only, but^ in 1939, the 
scope of the law was broadened to include benefits for the mem- 
bers of the wage earner's family during the period of his 
retirement and after his death. The enlarged service is desig- 
nated in the law as “federal old age and survivors insurance 
benefits" but will be referred to in this study as simply old age 
insurance. The purpose of old age insurance is to protect aged 
persons and their families from economic and social insecurity/ 
and to supplement and reduce the need for old age assistance., 

There are few who would question the need for old age in- 
surance. The President's Committee on Economic Security 
estimated in 1935 that at least one-third of all our old people 
were dependent upon others for support.®^ This situation fur- 
nished a strong argument for compulsory insurance, and es- 
pecially the type which encourages individual thrift and 
self-sufficiency. Such a plan assumes that the workers are able 
to save something out of their earnings and that the government 
should assist and encourage them to be self-supporting in old 
age insofar as possible through their own efforts. 

ADMINISTRATION 

The Federal Old Age Insurance System is administered by 
the Social Security Board, the United States Treasury Depart- 
ment, and a board of trustees. Briefly, the Social Security 
Board's responsibility consists of keeping the wage records and 
the handling of claims for benefits. The Treasury collects the 
taxes and makes the benefit payments when certified by the 
Social Security Board. The Social Security Act, as amended in 
1939, created an ex officio board of trustees, consisting of the 
Secretary of Labor, the chairman of the Social Security Board, 
and the Secretary of the Treasury. The board is responsible 

Paul H. Douglas, Social Security in the United States (aded.;New York: 
McGraw-Hill Book Co., Inc., 1939), p. 157; John J. Corson, *‘The Impact of 
Old Age Insurance Upon Old Age Assistance,** Social Security in the United 
States. A Redord of the Fourteenth Nat. Conf on Social Security. Amer* Assn. 
Social Security^ Inc.^ ^ 94 ^^ p* 6. 

U. S. President’s Comm, on Economic Security; Kept. . . . with Supple-^ 
ment, U. S. Govt* Print. Off., 1935, p* a. 



SOCIAL INSURANCE 


1 13 


for the investment of the old age insurance trust funds in se- 
curities of the Federal Government and for making reports to 
Congress relative to the operation and status of these funds. 
The Secretary of the Treasury acts as the managing trustee. 

ELIGIBILITY 

The Social Security Act, Title 2, as amended, provides that 
persons who become si'xty-five years of age, and have qualified 
under the law, will receive a monthly payment for the rest of 
their lives. The wife of the insured will also receive benefits if 
she has reached the age of sixty-five. If not, she becomes eligi- 
ble when she reaches that age. Upon the death of the insured 
wage ea.rner, his widow and minor children or his dependent 
parents are eligible for monthly or lump sum insurance pay- 
ments if they meet certain requirements. If he has no family, a 
lump sum may be paid toward his funeral expenses. 

The Social Security Act of 1935 provided for the payment of 
benefits beginning January i, 1942, but this date was changed 
to January i, 1940, by a 1939 amendment. In order to deter- 
mine the amount of benefits to which each worker is entitled 
when he retires at sixty-five or over, a social security account 
is kept. Employment, as defined by the act, consists of any 
service performed within the United States, Alaska, Hawaii, or 
the District of Columbia by an employee for his employer, ex- 
cept the following: agricultural labor; domestic service in a 
private home; casual labor not in the course of the employer’s 
trade or place of business; services on non-American vessels if 
employed when outside the United States; services performed 
in the employment of federal, state, or local governmental 
agencies; service performed in the employment of certain or- 
ganizations conducted entirely on a nonprofit basis. 

The Social Security Board now considers it desirable to ex- 
tend old age insurance coverage, to practically all employees and 
even to small employers and the self-employed.®^^ The board has 

S. Social Security Seventh Ann, Rept . . . , 194a, pp. 17-1S; Cf 
L S. Falk, Director of Research and Statistics, IJ, S. Social Security Bd., 
** Foreward: A Balance Sheet of Social Security in 1942,*’ Social Security Year* 
hok^ /p/2, pp. 1-7. 
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estimated that 16.7 per cent of all wages and salaries paid in 
Michigan were not covered by old age insurance as of April 13, 
1943. This was less than the 26.8 per cent average for all states 
and lower than that found in other states except Connecticut.®^ 
Workers who shift between covered and noncovered employ- 
ment either fail to qualify or get smaller benefits than they 
would if all employment were covered. Many workers who are 
now acquiring wage credits in wartime industries will lose their 
protection when they return to previous uncovered occupations. 
Persons called from covered employment to federal civilian 
service will either lose their insurance status based on the 
wage credit acquired in the past or eventually receive smaller 
benefits. 

Shortages of labor, unavailability of many kinds of goods, 
rationing, price ceilings, and rising costs have made it increas- 
ingly difficult for small operators to stay in business, with the 
result that thousands have closed their doors and accepted 
employment in war industries. Many of these are too old to be- 
gin again in a new occupation and even at best they have little 
more security than the majority of wage earners. A. J. Alt- 
meyer. Chairman of the Social Security Board, reported in 1943 
that former self-employed persons are keenly aware of the bene- 
fit rights which they have accumulated as employees of wartime 
industries and which will be lost when they return to inde- 
pendent business.®^ Many appeals are being received by the 
board and Congress for an opportunity to continue contribu- 
tions so as to maintain potential benefits credited to their ac- 
counts. 

Altmeyer stated that there is a demand from independent 
employers for the same type of protection they are helping to 
provide for their employees. Small individual employers, such 
as retail merchants, men practicing professions, and manufac- 
turers, urge that some plan be devised whereby they may be in- 

Social Security Yearbook, 1^42 (Washington: U. S. Govt. Print. Off., 
I94i)> P- 30- 

® A. J. Altmeyer, “Old Age and Survivors Insurance for Small Business 
Men,” Social Security Bull., 6, No. 10 (1943)*. 3-4. 
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eluded in the program. Administrative difBcuIties have been the 
principal objection to including small business men in the old 
age insurance program, for it is claimed they do not keep the 
necessary records to facilitate income reporting of this type.®® 
According to Altmeyer, a plan has now been developed which 
would require the minimum of detailed records. This plan en- 
tails the use of the income tax form for reporting social security 
contributions. 

BENEFITS 

The worker must have received at least $50 in each of a 
minimum number of calendar quarters in order to qualify for 
benefits. “Quarter of coverage” consists of a period of three 
calendar months beginning on January i, April i, and October 
I. The amount of benefits paid depends upon the worker’s aver- 
age monthly wage up to I250 a month. The worker’s benefit-- 
called a “primary benefit”- — is computed by taking 40 per cent 
of the first $50 of his average monthly pay, adding 10 per 
cent of the rest up to I250, and then adding i per cent of this 
sum for each year in which he was paid $200 or more on cov- 
ered jobs. If the “primary benefit,” as computed above, is less 
than $10, it is raised to that amount. 

In addition to the amount paid to the worker upon retire- 
ment, his wife, a child, or a dependent parent sixty-five years 
old or over is each entitled to a monthly payment of one-half 
of the “primary benefits.” His widow at sixty-five years of age 
receives three-quarters of the amount of her husband’s “pri- 
mary benefit.” A dependent parent sixty-five years old or an or- 
phaned child is each entitled to one-half of the “primary bene- 
fit” upon the death of the worker. 

Total monthly benefits that may be paid upon one worker’s 
account may not be less than |io a month and cannot ex- 
ceed the smallest of the following amounts: (i) twice the “pri- 
mary benefits,” (2) 80 per cent of the worker’s average wage, 
(3) or 185. 

^ Fred Safierj Small Business Problems: Small Business Wants Old Age 
Security (78th Cong,, ist Session, Senate Comm., Print, No, 17, Washington; 
U.S, Govt, Print. Off., 1 943). 
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As of March 30^ 1943^ there were 24,565 Michigan workers or 
families who had monthly benefit payment status under old 
age insurance. The total amount required to meet these pay- 
ments was 1450,421, or an average of $18.03 beneficiary.®^ 

The Social Security Board believes that experience has dem- 
onstrated the need for liberalizing benefit provisions of the 
Social Security Act in certain respects.®^ One of these is the 
extension of retirement benefits to workers who become chron- 
ically disabled before reaching sixty-five years of age. In sup- 
port of this view, the board cites the fact that substantially all 
important retirement systems in the United States and the 
laws of nearly all other major countries provide for payment of 
benefits to employees who are unable to continue work because 
of chronic disability. According to the board, in many instances 
advanced age of itself is a less devastating risk to independence 
than physical incapacity at a younger age when the burden of 
family support is usually the heaviest. A worker ordinarily has 
little or no social insurance protection against disability before 
he reaches sixty-five years of age except for limited provisions 
under workmen's compensation laws. 

Another way in which the board feels the benefit provision 
should be liberalized is to lower the age at which the wife of an 
annuitant is entitled to receive benefits. At present only about 
42 per cent of the wives of primary beneficiaries have reached 
sixty-five years of age or over and are receiving benefits. Ac- 
cording to the board, the requirement should be lowered to the 
age of sixty for widows and female primary beneficiaries. If the 
wife of a beneficiary is responsible for the care of children, the 
board believes that she should receive benefits irrespective 
of her age; also that benefits paid to parents should be in- 
creased to 75 per cent of the primary benefit of the deceased 
wage earner where it can be shown that he was their chief sup- 
port. 

U, S, Social Security Yearbook 1^42 (Washington: U. S. Govt. Print. OfF., 
1943), p. 141. 

U* S. Social Security Bd,, Seventh Ann. RepL^ 1943, PP* I7"“i8. 
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PAYROLL TAX RATES 

Workers and their employers share the cost of the .old age 
insurance system. Schedules of rates provided in the original 
law enacted in 1935 compared with the present rates estab- 
lished by subsequent amendments are shown in. Table XXV. 

TABLE XXV 

Old Age and Survivors Insurance Rate Schedules 


Percentage Payments on Wages and Salaries of 
$2 poo or Less 


Years 

Rates Under Original Social 
Security Act of 1935 

Rates Established by; 
Amendments to 1939 Laws 


Employer 

Employee 

Employer 

Employee 

1937-1939 

I 

I 

I 

I 

1940-1942 

li 

If 

I 

I 

i 943 '“-b 945 

2 

2 

a* 

2 

I 946- I 948 

\ 




After 1948 

3 

3 

3 

3 


* The I per cent rate was extended through 1945 by amendment passed in 1944. 


The original rate schedule provided for a gradual increase in 
rates from i per cent in 1939 to 3 per cent in 1948. IJy later 
amendments the i per cent initial rates have been extended 
through 1945. Both employer and employee contributions are 
designated as taxes in the statute. The so-called' taxes resemble 
contributions .or dpsurance premiums, and according to some 
students may reasonably be classified as such.®® There are oth- 
.ers who contend that the ' contributions to .the fund are . more in 
•the. nature 'of ta'xes.®^ 

DISTRIBUTION OF THE BURDEN OF PAYROLL TAXES 

The prevailing view among economists is that the burden of 
the income tax paid by employees' is almost certain to remain 

on the contributors. The burden of the tax on .'employer payrolls 

■■%■■■ 

Harold M. Groves, a/., p. 375..' , 

National Tax Association, Committee on Social Security Legislation and 
Administration, ^‘Report/* Proc» Thirtkih Ann. Conf.^ 1937, pp. 64-6^. 
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is distributed similarly to those imposed for unemployment 
compensation^ which, as previously explained, is likely to be 
borne mainly by employees, although it is possible that some of 
the burden may be shifted forward to the consumer or back- 
ward to the employer.^® 

It is shown in Table XXVI that the proportion of tax to in- 
come is the same up to and including $ 2^0 of earnings; but if 
the income is in excess of this amount, the effective rate de- 
creases as income increases. The benefit payment is 75 per cent 
of income if it is $50 per month or less, but if it is in excess 
of this amount, the percentage of benefit payments of income 
received decreases as income increases. 


TABLE XXVI 

Income Tax Rate and Benefits for Selected Incomes 
(Twenty-five years Coverage) 


Average 

Monthly 

Wage 

Taxes Paid 
at I Per Cent 

Ratio of Tax 
to Income — in 
Per Cent 
(1944 Rate) 

Full Monthly 
Benefits Re- 
ceived by 
Worker and 
Wife at 65 
Years of age 
and Over 

Ratio of 
Benefits to 
Income — in 
Per Cent 

$ 20 and under 

$0.20 

I 

$15.00 

75*0 

30 

0-30 

I 

22.50 

75.0 

' 40 

0.40 

I 

30.00 

75-0 

50 

0.50 

I 

37 -so 

75.0 

75 

0.7s 

1 

42.20 

56.4 

TOO 

1 .00 

I 

46.88 

46 . 8 


1 .25 

i 

51*57 

41*3 

",.,..'150 

1 . 50 

1 

56.25 

37*5 


1*75 

I 

60.95 

■34.8',, 

■■':200, 

2.00 

I 

65.63 

3 ^* 8 ' 

225 

2,25 

I 

70.32 

31.2 

250 

2.50 

I 

75.00 

30.0 

275 

2.50 

0.94- 

85.00 

30.0 

300 

2.50 

0.8 + 

85.00 

28.3 

400 

2,50 

0 . 6 * 4 " 

00 

b 

0 

21 .2 

500 

2.50 

0.54* 

85,00 

17 0 

I ,000 

2.50 

0,25 + 

85.00 

8.5 


See pp. 91-9-2. 
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OLD AGE INSURANCE RESERVES 

The development of any retirement system naturally involves 
a long period of expanding payments for benefits. Persons eligi- 
ble for retirement benefits at the end of the first year are relative- 
ly few, but each year thereafter the number reaching the retire- 
ment age increases. It will require a generation before the peak 
of annual benefit payments is reached under the present plan. 

The plan for putting into operation the Social Security Act of 
1935 provided for the accumulation of an actuarial or full re- 
serve, which, it was estimated, would amount to $47 billion in 
1980. As previously mentioned, the 1939 amendment of the 
Social Security Act lowered the rates in the early years of the 
program and set back the time for beginning benefit payments 
from 1942 to 1940. The amendment also eliminated the provi- 
sion which required an accumulation of the actuarial reserve 
and established in its place a contingency reserve.®^ The Board 
of Trustees is required to submit a report to Gbngress at the be- 
ginning of eacli regular session, containing a statement describ- 
ing the operation of this fund for the preceding fiscal year, and 
an estimate of income and expenditures for each of the five en- 
suing years. The board is further charged with the duty of re- 
porting immediately to Congress when in its opinion this fund 
will exceed three times the highest annual expenditures antici- 
pated for the next five years. Certain members of the Senate 
interpret the latter requirement as fixing the limits of a con- 
tingency reserve while others deny that such was the intention 
of Congress.^® The Social Security Board has estimated that by 
about 1955 benefit payments under the present plan will ex- 
ceed the annual payroll tax receipts, and, unless Congress pro- 
vides additional funds, it will be necessary to draw upon the 
contingency reserve fund at that time or make other arrange- 
ments to cover the deficits. 

James S. '2 ?ixktTy Social Security Reserves (Washington: Amer. Council of 
Public Affairs, 1942), pp, 66~8o. 

Congressional Recordy 90 (Jan. 1 1, 1944, temp, file) : 37-50, ^ 

U. S. Cong., House Comm. Ways and Means, Social Security Act Amende 
ments of ipjp* * . . Rpt. to Accompany H.R, (78 th Cong., ist Sess., H. 

Rept., No. 728, Washington: U. S. Govt. Print. Off., 1943), p. 15. 
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Federal revenues, exclusive of social security payroll taxes, 
have not been sufficient to meet total expenditures for all pur- 
poses and the receipts from payroll taxes have been applied to 
the deficit since the adoption of the Social Security Act. Pro- 
ceeds of these taxes, over and above the amount used to make 
benefit payments under the Social Security Act, have not been 
sufficient to finance the entire deficit, but their use has reduced 
the amount of borrowing from the public which otherwise would 
have been necessary to supplement general tax revenues. The 
act provides that all funds which are not needed currently for 
the payment of benefits shall be invested in treasury certifi^ 
cates. Instead of purchasing outstanding securities and thereby 
reducing the national debt, the Federal Government has issued 
new interest bearing obligations and credited them to the old 
age insurance account in exchange for payroll tax proceeds. 

Actuarial Reserve Versus "Pay as You Go" 

A difference of opinion arose concerning methods of financing 
old age insurance before the present plan was adopted. One 
group supported a plan which provided for the payments of 
old age benefits entirely from payroll taxes by building up an 
actuarial reserve which would spread the financial cost over the 
productive life of individual workers.” An opposing group ad- 
vocated the “pay as you go” plan; that is, to pay benefits as 
they mature from payroll taxes and to accumulate a small con- 
tingency reserve. Arguments for and against these two plans 
will be reviewed briefly in this section. 

One of the major aims of an old age insurance reserve, as 
stated by the Social Security Board, is “the budgeting of cost, 
according to an orderly plan which will effect a wise distribution 
between present and future payments.’”® The actuarial reserve 
plan, it is claimed, relieves future taxpayers by introducing 
heavy assessments on the present generation. Moreover, the 
presence of Federal Government securities in the reserve fund 

” For a detailed examination of an actuarial plan, see Seymour E. Harris, 
op. cit., p. 199-2821; cf. J. S. Parker, op. cit. 

” V. S. Social Security Bd.^Ann.Rept.i 1936, p. 14. 
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strengthens the likelihood that contributing workers would re- 
ceive their benefits, inasmuch as there is set up a definite obli- 
gation which is not dependent solely on future congressional 
policy 

There is wide support for the so-called ‘‘p^Y you go” 
plan,"^^ This group holds that a large reserve is not necessary for 
the protection of beneficiaries because of the power of the Fed- 
eral Government to impose necessary federal taxes to cover all 
benefit payments in the future as they fall due; and that such 
a plan would avoid certain dangers inherent in the accumulation 
of a large reserve. One of the dangers on which considerable 
emphasis has been placed is the encouragement and temptation 
to excessive borrowing and spending on the part of the Federal 
Government.’^® It is argued that transference of the debt from 
the public to a reserve account would render ineffective the 
usual deterrents to borrowing such as interest rates, bank credit, 
and price levels. This argument is based upon the assumption 
that the government responds only to negative pressure in de- 
termining the extent of its borrowing and ignores the possibility 
of positive restraints, such as the preservation of its credit and 
the fact that there may be no important purposes to be achieved 
in continuing to borrow.’^’^ 

Another objection raised to an actuarial reserve by a number 
of critics is that the existence of such a reserve would lead to 
great pressure by the insured workers for liberalization of bene- 
fits and would serve as a constant incentive to raise the level of 
payments. Those opposing this view have replied that the re- 
serve brings into the open the direct relationship between con- 
tributions and benefits with the result that the pressure for 
more liberal benefits is reduced. There is probably as much or 
greater possibility of demands for increasing benefits during 
the early years of the ‘‘pay as you go” plan because of the com- 

Harris, op. cit.y p. 175. 

For a survey of the literature of this view, see Harris, op. cii.^ 68, 164, 

246. 

Nat. Tax Assn., Comm, on Social Security, op. cit.^ pp. 

Groves, op. cit.^ 382-83. 
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parative small levies required in the early years to pay the 
matured benefits."® As stated by Parker, the “owe as you go” 
plan, which name he substitutes for “pay as you go” plan, is a 
greater temptation to federal extravagance than a reserve 
system because federal budgets will look deceptively better 
and the public debt will look deceptively smaller.^® 

Critics of the actuarial reserve plan make the point that gen- 
eral taxes would have to be raised to pay interest on the reserve. 
Paying of interest on the obligations issued to the reserve ac- 
count is frequently mistaken by critics of the reserve plan as a 
contribution to the old age insurance fund by the Federal Gov- 
ernment. In correcting this misunderstanding, A. J. Altmeyer 
made the following explanation: 

.... I think you have to distinguish between the interest earnings of 
a reserve and a direct government contribution to the system. While 
the interest earnings on the reserve are raised presumably through 
general taxation, the citizens who pay the taxes to cover the interest 
earnings have received a quid pro quo in the past, because they have 
had the use of the money that the contributors have paid into the 
treasury under the old age insurance system.®“ 

Another criticism of the actuarial reserve is that it may prove 
deflationary, inasmuch as it diverts purchasing power and im- 
pounds it in the reserve fund. Admittedly, this would be a 
weakness, especially during a period of depression when con- 
sumers are encouraged to spend rather than to save. Such an 
objection, however, is not a conclusive argument against the 
uSe of a reserve for there are steps which may be taken to over- 
come these negative efi^ects.®^ For example, the government 
could purchase bonds from the banks which would have the 
effect of expanding bank credit and encouraging private loans. 

lUd ., p. 383. 

Parker, o|i. ai6. 

A. J. Altmeyer, “Statement,” Social Security, Hearings Relating to the 
Social Security Act Amendments o/rpyp, U. S. Cong., House Comm, on Ways 
and Means, 76th Cong., ist Sess. Rev. Print (Washington; U. S. Govt. 
Print. Off., 1939), p. 2278. 

M Groves, op. «V., 383. 



SOCIAL INSURANCE 


Should there not be sufficient demand for bank loans to main- 
tain an adequate circulating supply of money and credit^ the 
government might make private loans more attractive or pro- 
mote a program of government investment in self-liquidating 
public works. At the present time (1944) the use of payroll tax 
proceeds in excess of current operating costs for general federal 
purposes has the desired result of diverting consumer purchas- 
ing power into the war effort. 

Some critics of the actuarial reserve plan believe that it may 
tend to cause inflation. This criticism is usually based upon the 
assumption that the reserve funds may be used to retire federal 
securities held by private investors.^^ Should this occur indi- 
viduals and institutions would be forced to seek other means of 
investment with the result that funds in the money market 
would increase, and interest rates tend to decline. With capital 
plentiful at low rates of interest, considerable expansion of 
business activity is possible. Such developments frequently be- 
come self-accelerating and may result in the investment of all 
federal funds turned back fcto the market as Well as funds from 
other sources. Advocates of the actuarial or full reserve believe 
that the so-called ‘'pay as you go'' plan is likely to cause infla- 
tion/^ Ultimately the large deficits which are accumulating 
must be financed, and if it should not be possible to meet these 
obligations by increasing payroll or general taxes, it will be 
necessary to go further into debt in order to make the larger 
’ benefit payments occurring later in the program. 

Finally, it is contended that borrowing from the reserve fund 
may force the government to remain in debt in order to supply 
the necessary investment and thereby prevent the liquidation 
of its outstanding obligations which otherwise would have been 
possible. Owing to large deficits incurred during the depression 

Representative of this theory is Birchard E. Wyatt and William L. Wan- 
deli, The Social Security Act in Operation (Washington: Graphic Arts Press, 
Inc., 1937), p.i6i. 

See E. E. Witte, Thoughts Relating to Old Age Insurance^ Titles of the 
Social Security Act and Proposed Changes Therein^ Revision of Statement Pre- 
sented to the Social Security Advisory Council of the U. S. Social Security Bd.^ 
Fek, 18, ig, igyS, pp. 24-25. 
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of the nineteen-thirties and now being increased by the war 
program, it will not be necessary to increase the debt for the 
purpose of maintaining a reserve fund for many years to come. 
An actuarial reserve under certain circumstances, however, 
may be a factor in bringing about the result which its critics 
fear. This argument is based upon the assumption that in the 
future there will be no investment available for the reserve 
fund other than federal securities. Parker has suggested the 
possibility that other investments may be made eligible, such 
as state and municipal bonds and even the securities issued by 
private concerns; also that the funds may be invested in pro- 
ductive private enterprises.®^ 

After an extensive study of old age insurance financing, Harris 
reached the conclusion that the weakness of the “pay as you go” 
policy lies in the difficulty of assuring adequate benefits to later 
generations through subsidies out of current tax revenues.®® In 
his opinion, if Congress would pay maximum benefits and per- 
mit modest rises in the tax rates during the early years of the 
program, the country might be assured of a willingness to im- 
pose larger sacrifices later.®® 

The plan for financing old age insurance became a live issue 
again in 1943 and in 1944. The occasion for reconsideration of 
this problem was the approaching expiration date of the l per 
cent payroll tax rates and the automatic increases to a per cent 
in the succeeding year.®^ The advocates of the so-called “pay 
as you go” plan favored freezing the l per cent rates for another 
year and cited the recent substantial increases in the reserve 
fund in support of their position. Owing to war conditions 
workers eligible for benefits have continued in or returned to 
covered employment with the result that contributions were 
increased and benefits postponed. According to data shown in 
Table XX¥II, annual income of the fund was over seven times 
expenditures for the period, 1941-43, and total assets were 

For an able treatment of investment of insurance reserves, see Parker, 
op. cit., pp. 217-36. 

Harris, op. «V., pp. 175-76. 

Hid., p. 246. 

For detailed arguments on both sides of this question, see Concessional 
iJecor^f, 90 (Jan. 1 1 , 1 944, temp, file) : 37-50. 
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twenty-four times disbursements for the fiscal year I942“43. 


TABLE XXVII 

Old Age and Survivors Insurance Trust Fund”^ 
(In Millions) 


Fiscal 
Year 
Ending 
June 30 

Transfers 

and 

Appropri- 

ationsf 

Interest 

Benefit 

Payments 

Reimburse- 
ments for 
Adminis- 
trative 
Expenses 

Balance 
End of 
Period 

1937 

$265 

$ 2 

1 ...t 

* 

$ 267 

1938 

387 

15 

$ 5 


111 

1939 

503 

27 

H 


1,180 

1940 

550 

42 

16 

$12 

1,745 

1941 1 

688 

56 

64 

27 

^,398 

1942 , 

896 

71 

no 

27 

3,227 

1943 1 

1,130 

87 

149 

27 

4,268 


* U. S. Social Security Boardj EigfUh Annual Report^ I943> P- 94* 
t Beginning July i, 1940, trust fund appropriations equal taxes collected. 
t Less than 1500,000. 


The Social Security Board has estimated that the highest 
annual expenditures for the period, 1943-48, would amount to 
between I415 million and $813 million. The reserve at the end 
of 1943 was about eleven times the low estimate and over five 
times the high.®* According to one point of view the above de- 
scribed reserve is more than sufficient to satisfy legal require- 
ments and will be adequate to meet any probable increases re- 
sulting from postwar decline in business activities as well as 
the long-time gradual rise in benefit payments. 

The Social Security Board and certain members of the Senate 
took an opposite position to that described above. In the opin- 
ion of this group, increased liabilities of the fund growing out of 
war conditions will extend many years beyond a five-year pe- 
riod. According to the board, actuarial calculations indicate a 
steeply increasing annual cost and eventual disbursements from 
fifteen to twenty times the present rate. It is estinlated that a 
deficit of nearly $13.5 billion has already been created by post- 
poning rate increases. The main reason for establishing a gradu- 

p. 43. 
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ated schedule of rates was to give employers, employees, and 
the public an opportunity to become adjusted to the changes. 
Indefinite postponement of rate increases will necessitate either 
sharp increases later in the program or a resort to subsidies from 
general taxes. The board believes that failure to allow the auto- 
matic increases to become effective as originally scheduled is 
creating uncertainty in the minds of the insured, and violates 
the principles of both equity and sound finance. 

As explained by Altmeyer, chairman of the board, persons 
retiring during the early years of the old age insurance program 
should contribute at a higher rate than i per cent, inasmuch as 
the actuarial value of their benefits is many times the value of 
their contributions. For example, a single individual who re- 
ceives the maximum salary and contributes for a period of ten 
years might be entitled to $44.00 per month or twenty-two times 
the amount purchaseable from an insurance company for the 
same amount. A married man receiving the maximum taxable 
salary might receive as much as $66.00 per month or thirty- 
three times the value of his contributions. Failure to charge 
reasonably adequate rates during the early years of the program 
will result in inequitable treatment of persons who have con- 
tributed to the system many years before receiving benefits. 
It is possible to continue this policy to a point where future 
beneficiaries will be obliged to pay more for their protection 
than if obtained from a private insurance company.*® 

SHOULD THE FEDERAL GOVERNMENT' SHARE THE COST OF 
OLD AGE INSURANCE? 

According to estimates, as previously explained, it will be 
necessary by about 1955 to provide funds in addition to the 
current payroll taxes to meet benefit payments. At the time the 
shift was made from an actuarial reserve basis to a “pay as 
you go” plan in 1939, no definite provision was made to meet 
benefit payments_ when they, exceed the payroll taxes. To raise 
the additional funds it will be necessary to take one or more of 
the following steps: (i) draw on whatever contingency fund may 
have accumulated, (2) increase the payroll taxes, (3) lower bene- 

Hid., pp. 48-49. 
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fit payments^ or (4) pay deficits from general federal taxes. 
When the Social Security Act of 1935 was being considered, the 
Committee on Economic Security recommended that the cost 
of old age insurance be shared by employers, employees, and 
the Federal Government. There is ample precedent in the 
history of social insurance for government participation and it is 
still regarded by some students as the best policy.®^ 

The attempt to carry out any of the above policies at a later 
date is likely to raise a storm of opposition from powerful 
groups. If the scope of coverage has not been broadened to in- 
clude the great majority of workers, taxpayers will object to 
supporting an insurance system under which many receive no 
benefits. In the event an attempt is made to raise rates on em- 
ployers and employees sufficiently to maintain benefits on past 
levels, objections will be raised on the grounds of paying costs 
which past beneficiaries should have assumed. Although bene- 
ficiaries have not made an equitable contribution in the past to 
the cost of their protection, they will probably protest any 
proposed reduction in benefits which they have been led to 
believe would be received. If the present policy of low rates is 
continued, sharing of costs by the Federal Government prob- 
ably will be chosen as the means of raising the additional 
revenues needed to meet the larger benefit payments required 
later in the program, especially if the coverage has been ex- 
tended to include most workers. 

The Railroad Employee Retirement System^^ 

Retirement plans for railroad employees were provided by 
the individual railroads as early as 1900, and by 1933, 80 per 

U. S. President’s Committee on Economic Security, (Washington: 

U. S* Govt. Print. Off., 1935)) PP* 33-34- 

Parker, op. cit.y p. 187; cf. Twentieth Century Fund, Comm, on Old Age 
Security, More Security for Old Age^ a Report and a Program (New York: 
Twentieth Century Fund, Inc., 1937), pp. 153-54. 

U. S. Railroad Retirement Board, Ann. Repts.y i937-”43; U. S, Code, ig^o 
Ed. and Suppl. to Dec. 1943, Title 45, Chaps. 9 and 10; Arthur E. Burns 
and Edward A. Williams, Federal Work Security and Relief Programs (U. S. 
Work Projects Admin., Research Monog., XXIV, Washington: U. S. Govt. 
Print, Off., 1941), 
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cent of railroad and express employees were covered by these 
plans. For a number of reasons the retirement plans operated by 
ca^rriers were not entirely satisfactory. There were no adequate 
legal safeguards for the protection of employees’ rights to bene- 
fits and to give assurance that payments would not be reduced 
during financial crises. Coverage of workers who changed em- 
ployers were limited by technical difficulties. Eligibility for 
benefits and the amount of payments varied greatly among the 
different carriers and some of these had failed to make any 
provision for retirement benefits. 

To meet the need of railroad vrorkers for a more adequate re- 
tirement system, the federal Railroad Retirement Act was 
passed in 1934. This act was contested by the railroads and de- 
clared unconstitutional by the United States Supreme Court in 
1935.®® A new act was passed by Congress in 1935 and was 
declared unconstitutional in part by a federal district court the 
following year. The Railway Labor Executives’ Association and 
the Association of American Railroads agreed on a substitute 
plan of retirement, which was embodied in the Amendatory 
Railroad Retirement xAct of 1937 and the Carriers’ Taxing Act 
of the same year. The provisions of the 1935 Act which were not 
declared unconstitutional were not repealed and employees who 
relinquished their rights to return to service before June 2.4, 
1937 receive benefits under this act. 

ADMINISTRATION 

The railroad retirement system is administered by the Rail- 
road Retirement Board.®"* The act authorizes the appointment 
of an Actuarial Advisory Committee of three members, one 
member of this committee is appointed by the board from 
candidates recommended by employee representatives; a second 
from recommendations by employer representatives, and a third 
by the Secretary of the Treasury. It is the duty of the commit- 

Railroad Retirement Board v. Alton Railroad Company ^ 2g^y U, S.y 330 

(i93.<)- 

See p. 109 of this study for description of the personnel of the board and 
method of appointment. 
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tee to examine the actuarial reports and estimates made by the 
board and to recommend changes which it considers necessary 
in actuarial methods. The board is required by law to include in 
its annual report a statement of the status and operations of 
the railroad retirement account, and at intervals of not less 
than three years to make estimates of its liabilities for the 
payment of benefits. 

FINANCING 

Separate annual appropriations are made by Congress for 
the payment of benefits and administrative expenses. The Car- 
riers’ Taxing Act of 1937 imposed an income tax on the wages of 
employees up to $300 per month at the following rates: 2f 
per cent from 1937 to 1939, 3 per cent from 1940 to 194a, 3i 
per cent from 1943 to 1945, 3J per cent from 1946 to 1948, and 
3I per cent after 1948. In addition the act imposes an excise 
tax on the employer measured by the payroll tax on compensa- 
tion of employees up to $300 per month at the above rates. The 
taxes are collected quarterly by the Bureau of Internal Revenue 
and deposited in the general account of the United States 
Treasury. Although the act does not provide that appropria- 
tions for benefit payments and administrative expenses shall be 
equal to the amount of revenue collected under the Carriers’ 
Taxing Act, this practice has been followed. Any surplus of 
current needs for operation must be held as reserve and invested 
by the board in any one of the following securities: (i) United 
States obligations yielding not less than 3 per cent interest, (2) 
obligations guaranteed as to both principal and interest by the 
Federal Government and yielding not less than 3 per cent inter- 
est, and (3) special obligation's issued at par to the railroad 
retirement account and bearing interest at the rate of 3 per 
cent. 

Table XXVIII shows the financial operations of the railroad 
retirement system for the fiscal years 1939-44, inclusive. During 
this period tax collections rose 144 per cent while net retirement 
benefit payments increased only 21 per cent. Thd* ratio of ad- 
ministration expenses to net benefit payments dropped steadily 
from 2.7 per cent in 1939 to 1.7 per cent in 1944, and for the 



130 SOCIAL SECURITY AND RELATED SERVICES 

five year period they averaged 2.2 per cent. Total expenditures 
for benefits and administration rose steadily from $110 million 
to $137.5 million^ representing an increase of 25 per cent. On 
June 3O5 19443 the unexpended balance in the railroad retire- 
ment account amounted to $321.1 million, an a^mount equal to 
237.5 per cent of net benefit payments for that year. 

TABLE XXVin 

Financial Operations of Railroad Retirement System* 

1939-1944 

(In Thousands of Dollars) 


Fiscal 
Year 
Ending 
June 30 

Tax 

Collec- 

tions 

Funds 
Available 
from Appro- 
priation 
Account 
and Inter- 
est on In- 
vestments 

Net 

Benefit 

Payments 

Expend- 

itures 

for 

Adminis- 

tration 

Total 

Expend- 

itures 

Unexpended 
Balance 
, in R. R, 

1 Retire- 
ment 
Account 
June 30 

1939 

1940 

1941 
194a 

1943 

1944 

$109,257 

120,967 

136,94^ 

370,012 

208,795 

267,065 

1109,296 

122,933 

126,884 

^43,993 

220,578 

296,636 

$107,131 

114,025 

121,800 

126,657 

130,864 

135,215 

$2,918 

2,810 

2,905 

2,879 

2,847 

2,375 

$110,049 

116,835 

124,705 

129,536 

133,721 

137,590 

$ 62,812 

71,719 

76,803 

94,140 

183,854 

321,19s 


* U, S. Railroad Retirement Board, Annual Kept, ^ 1944. 


The board is charged with the duty of making an actuarial 
valuation of the liabilities created at intervals of not longer 
than three years. It is the duty of the Actuarial Advisory Com- 
mittee to examine the actuarial methods employed by the board 
and to recommend changes when considered necessary. The 
major factors involved in estimating the cost of the system are 
age distribution of employees, ages at which they are retired, 
rate of withdrawal from the industry before retirement, rate of 
disability, change in the level of compensation by age, rate of 
mortality among active employees and annuitants and ages at 
which new employees begin in service. Underlying all these 
factors are the basic economic conditions which will determine 
the level of employment and payrolls in the whole industry. 

According to the valuation made by the actuarial committee 
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for the three year interval ending December 3I5 194I5 the^ tax 
rates then in effect were sufficient to support benefit payments 
for a comparatively short period. Short range projections of 
income and disbursements indicated the strong probability that 
revenues would exceed disbursements for three or four years 
following 194I5 and should this situation be reversed in the suc- 
ceeding decade, it would be necessary to increase the present 
rates by 1955. 

Although the board was convinced in 1943 that additional 
taxes would be necessary to finance the benefits provided, it 
recommended postponement of any increase in rates at that 
time inasmuch as income and reserve were adequate for im- 
mediate requirements and delay in changing rates until after 
the next valuation would permit of better estimates of future 
liabilities. Moreover, changes in benefit payments were under 
consideration which might affect the tax structure. 

COVERAGE AND BENEFITS 

The Railroad Retirment Acts of 1935 and 1937 cover em- 
ployees of railroads, sleeping cars, and express companies sub- 
ject to the Interstate Commerce Act; companies owned or 
controlled by these carriers that are engaged in performing 
services in connection with railroad transportation; employees 
of railroad associations and national railway labor organiza- 
tions, and employee representatives. 

The worker is eligible for benefits if he can meet any one of 
the following conditions: (i) that he is sixty-five years of age 
or over; (2) that he is sixty years of age and has completed 
thirty years of service;®® (3) that he is sixty years of age and 
permanently disabled; (4) that he has completed thirty years 
of service and is permanently disabled. The amount of the 
monthly annuity payable for disability or age is determined 
by multiplying the number of years of service by the following 
percentages of compensation up to $300: 2 per cent on the first 
$50, 1 1 per cent on the next |ioo, and i per cent^on the next 
$150. 

Annuities are also payable to the surviving spouse if the de- 
Credit is given for military service under certain conditions. 
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ceased employee agrees to receive a reduced annuity during his 
lifetime. The annuity payable to the survivor may be equal to 
75 per cent or 50 per cent of the reduced annuity depending 
upon the amount of reduction made in the annuity of the de- 
ceased during his lifetime. A lump sum death benefit is payable 
to a designated beneficiary. This benefit consists of 4 per cent 
of wages up to $300 per month earned since December 31, 1936 
less the amount of any annuities paid. Employees who were re- 
tired before the federal Railroad Retirement Act was passed 
are paid “pensions” equal to those formerly received under the 
private retirement system up to ^120 per month. The average 
monthly benefit for age retirement, based on annuities and pen- 
sions in force as of June 30, 1943 was $65.76. Of the age annui- 
ties in force on that date (excluding pensions), 93 per cent had 
been awarded to annuitants at age sixty-five or over and aver- 
aged $65.81 as compared with $65.17 for annuitants who quali- 
fied for age annuities before sixty-five. 

SOME COMPARISONS BETWEEN THE SOCIAL SECURITY SYSTEMS 
AS PROVIDED BY THE RAILROAD RETIREMENT ACTS 
AND THE SOCIAL SECURITY ACT 

In the comparisons which follow social insurance as provided 
by the Railroad Retirement Act and the Social Security Act 
will be referred to as the railroad plan and the general plan re- 
spectively. For the fiscal year 1942-43 wages covered by the 
railroad plan represented 3.7 per cent of total wages pajd in the 
United States while the general plan covered 68.8 per cent of 
the total.®® In 1944 the number of employees covered by the 
railroad plan was about 2 million, while that for the general 
plan was nearly 48 million. Under both plans employees and 
employers contribute an equal amount to the fund for benefit 
payments, but the rate schedules are different. 

As originally enacted, the general plan required employer 
and employee each to pay i per cent for 1937 with a gradual 
increase to a maximum of 3 per cent in 1948, but by later 
amendments the i per cent rate was continued through the 

Social Security Yearbook, p. 9. 
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calendar year 1945. Under the railroad plan a rate of 2f per 
cent was to be paid in 1937 by both carrier and worker with a 
gradual increase to 3I per cent in 1948. Congress has thus far 
(1944) allowed the latter rate schedule to remain in effect. At 
the time the Federal Government entered the field of Railroad 
Retirement Insurance, railroads had accumulated considerable 
experience in operating private pension systems. The responsi- 
bility for payment of benefits to employees already retired and 
receiving pensions under the railroad plan was assumed by the 
Railroad Retirement Board. Older employees who retired soon 
after the federal system became operative were paid maximum 
benefits, whereas it will require a generation before maximum 
benefits will be paid under the general plan. The peak of annual 
benefit payments for railroad employees will be reached at a 
much earlier date than that for workers under the general plan. 
For these reasons it was less difficult to formulate a tax rate 
policy for the railroad plan than for the general plan. 

Each of the two plans contain features not to be found in the 
other. For example, a railroad worker with thirty years’ service 
may retire at sixty and will receive full benefits but an employee 
covered by the general plan must wait until he is sixty-five 
before receiving payments. The maximum benefit for a railroad 
worker is 1 12,0 per month while that for an employee covered 
by the general plan is $^ 5 . When a railroad worker acquires 
benefit rights, they are not lost when he transfers from covered 
employment or his service is discontinued, but it is possible 
for a w:orker covered by the general plan similarly situated to 
lose all benefit rights. Under the railroad plan the surviving 
spouse is entitled to receive benefits only if the deceased worker 
agreed to accept a reduced annuity during his lifetime. The gen- 
eral plan provides for benefits to be paid to dependents of de- 
ceased employee without any reduction during the lifetime of 
the insured. 



V 

SUMMARY AND CONCLUSION 
Public Assistance 

Since 1931 Michigan has experienced greater developments in 
the field of public assistance for indigent persons than in any 
previous period. Prior to that date public assistance was rela- 
tively an unimportant social function which w;ks regarded tradi- 
tionally as the responsibility of local government or of private 
charitable agencies. In relatively few years the administration 
and financing of public assistance have become important 
functions of the federal, state, and local governments. In 1929, 
before the effects of the depression were felt, it is estimated that 
the cost of public assistance by the local governments in Michi- 
gan was about $8 million. For the fiscal year ending June 30, 
1943, total expenditures from federal, state, and local funds for 
this purpose were between $44 and $45 million. The expendi- 
ture of this vast sum in a comparatively prosperous year brings 
into focus a marked change in social outlook. The summary and 
conclusion with respect to each type of public assistance are 
presented in the sections which follow. 

OLD AGE ASSISTANCE 

The state-federal social security program for assistance to 
the aged was established in Michigan in 1936. At first, because 
of limited funds, adequate benefits could not be paid; but it is 
now possible for any needy aged person to receive a monthly 
income sufficient to supply fairly adequate food and clothing 
and at the same time retain ownership in a modest home. In less 
than a decade a program has been well launched which is de- 
signed to remove old people from the loathsome conditions pre- 
vailing under the former poor law with its tradition of stigma. 
This new arrangement makes it possible for many to live out 
their lives with sufficient income to maintain a sense of self re- 
spect and security. 

If present provisions of the federal social security program 
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are carried out^ the cost of old age assistance will be diminished 
gradually as increasing numbers of workers are retired under the 
Old Age and Survivors Insurance Law. As was explained earlier 
in this study, old age insurance covers wage earners mainly in 
the field of industry and business. Covered workers and em- 
ployers contribute equally to a trust fund out of which benefits 
are paid. With the reduction in the cost of general relief and a 
leveling off of the number of applicants for old age assistance, 
it should be possible to appropriate sufficient funds to cover the 
increased cost of living and to establish a more adequate pro- 
gram for the aged. This program is not only a sound social ob- 
jective, but it may prove to be a stabilizing influence during 
periods of declining prices and unemployment. 

AID TO DEPENDENT CHILDREN 

The federal-state program for furnishing aid to dependent 
children is a great improvement over the former locally op- 
erated mothers’ pension plan; in the majority of Michigan 
counties it is more liberal with respect to eligibility and amount 
granted; state and federal funds are more dependable sources 
of revenue than county appropriations; and administration by 
a staff selected under state civil service and centrally super- 
vised by the State Bureau of Social Security is superior to the 
former system, which was administered by the county probate 
courts. In Michigan, as in many other states, the development 
of an adequate program for aid to dependent children has been 
delayed for the lack of funds. Although the monthly average 
payment wa^s increased in 1944 substantially over previous 
years, it is still necessary for the more destitute families to ap- 
ply for general relief. This situation can be remedied by raising 
the limitatipn on federal grants and increasing state appropria- 
tions which would eliminate the necessity of establishing state 
maximums on the benefits to be paid families of different sizes 
and would allow the payment of relief according to need deter- 
mined on a family budgetary basis. 

Although it is permissible under the Social Welfare Act of 
1 93:9 to consolidate the administration of general relief and the 
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categorical aids, on the local level, only a few counties have 
adopted this system. In those counties where consolidation has 
been accomplished, it is possible for a single case worker to visit 
a, family and arrange for sufficient funds to maintain the de- 
pendent child according to the standards provided by the Social 
Security Act. Integration of the administration of general relief 
and the categorical aids seems desirable by whatever method 
possible; whether that be by persuasion of county officials if 
the present law remains unchanged, or by legislation which will 
centralize the supervision of all assistance in one division of the 
Social Welfare Commission, and for state and local governments 
to increase their appropriations so that the general relief pro- 
gram will be on a par with the categorical aids. 

AID TO THE BLIND 

Michigan first established regular assistance to the indigent 
blind in 1936 under the stimulus of the Social Security Act, 
which provided for the matching of state funds up to a maxi- 
mum of $40 per month for each applicant. Prior to that year 
the indigent blind were given poor relief the same as other 
needy persons. Although the present plan of aiding the blind 
marks a vast improvement over methods employed under the 
old poor laws, available funds are not sufficient to provide ade- 
quate care and protection. Additional funds are needed for 
ordinary living expenses of the blind and for treatment of those 
who show promise of recovery or improvement of sight. 

INTEGRATION OF PUBLIC ASSISTANCE SERVICES 

In most Michigan counties the three closely related groups 
of public assistance — general relief, soldiers' relief, and the 
three categorical aids — are each administered by an inde- 
pendent division of government. As previously explained, con- 
trol of policies and administration of the categorical aids was 
placed in the State Bureau of Social Security in order to qualify 
for federal grants. The fact that the Federal Government par- 
ticipates in* financing the categorical aids, however, does not 
necessitate the setting up of a separate and independent state 
division for their administration. The plan for administering 
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general relief was determined largely by a legislative com- 
promise between two conflicting -points of view with the result 
that it fails to meet the requirements of sound organization 
practice, 

A fundamental principle in administrative organization is to 
integrate activities similar in scope, type of work, and tech- 
nique under the supervision of a single director. As defined by 
one writer: “Integration means the bringing together of related 
functions into one organization, on one level of government, in 
an ordered relationship. The purpose is to eliminate over-multi- 
plication of administrative agencies that lack correlation in 
their services and substitute a well-balanced mechanism whose 
parts relate to each other in smooth operation.”^ In 1945 an 
advanced step was taken when the Michigan law was amended 
permitting the appointment of a single executive to head the 
state department of social welfare and the bureau of social se- 
curity. In a measure this arrangement integrates the functions 
of the two divisions. The present law authorizes the appoint- 
ment of a single executive and staff under state civil service to 
administer both general relief and the categorical aids on the 
local level. Although this is the nearest possible approach to 
complete integration sanctioned by the existing law, it falls 
short of that goal in two respects. First, the executive head 
must report to two separate authorities — the county board of 
social welfare and the State Supervisor of Social Security. Sec- 
ond, soldiers’ relief is administered on the local level by an inde- 
pendent county commission. Counties would probably oppose 
the release of any of their control over general relief to the state 
department as long as they are responsible for raising a substan- 
tial part of the funds by local taxation. 

The provision of the Social Welfare Act, which permits 
county social welfare boards to act as policy determining bodies 
and at the same time to serve in an administrative capacity un- 
der supervision of the board on a full salary basis, violates fun- 
damental principles of administrative organization. ' 

* Marietta Stevenson, Public JV sif are Administration (New York: The Mac- 
millan Company, 1938), p. 130. 
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The standards of performance in the administration of gen- 
eral relief vary from county to county depending upon qualifi- 
cations of personnel and the type of organization set up. In 
certain counties the administration of general relief probably 
compares favorably with that of the categorical aids, but in 
others it resembles the old poor relief of generations ago. 

WELFARE SERVICES FOR CHILDREN AND HANDICAPPED 
PERSONS 

In Michigan the responsibility for child welfare service has 
been entrusted to a number of state and local agencies. These 
include the State Department of Social Welfare, the Juvenile 
Institute Commission, the Michigan Children's Institute, the 
Juvenile Division of the Probate Court, County Department 
of Social Welfare, and Governor's Youth Guidance Committee. 

The State Department of Social Welfare is required by law 
to assist in the development of sound programs and standards 
of child welfare operated by public organizations throughout 
the state; to co-operate with private child welfare organiza- 
tions in programs mutually agreed upon, and to provide a serv- 
ice of consultation and assistance to the juvenile probation 
service of probate courts. The children's division has been 
created within the State Department of Social Welfare to per- 
form the duties with which it is charged. The division furnishes 
field consultants to advise with local officials and agencies inter- 
ested in child welfare and sends trained child welfare workers 
on request to counties which are actively engaged in child wel- 
fare work. These services have been expanded more recently 
in an effort to meet the problem arising out of war conditions. 
Another service performed by the division is investigating and 
licensing all child welfare agencies and boarding homes. As a 
wartime service the division has assisted the local communities 
in establishing and maintaining day care for children of mothers 
employed in. industry. . . 

The Juvenile Institute Commission has control of the Michi- 
gan Children's Institute, the Girls Training School at Adrian, 
and the Boys Yocational School at Lansing. Although the Social 
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Welfare Act places this commission within the Department of 
Social Welfare, it is responsible directly to the governor and op- 
erates independently of the Michigan Social Welfare Commis- 
sion or any of its divisions. The Michigan Children’s Institute 
was created for the care of homeless, dependent, and neglected 
children. Although the care of children in a state institution is 
considered an improvement over that provided in county homes 
such as were maintained in some other states, it was later real- 
ized that the grouping of children in an institution far removed 
from their families and home communities had its limitations. 
Greater stress is now being laid on foster care service and at 
present most of the wards have been placed in family boarding 
and free homes. Only small quarters are maintained by the 
Michigan Children’s Institute in Ann Arbor for the observation 
and care of unusual children and for housing the administrative 
offices. Likewise greater emphasis is being placed more recendy 
on foster care for children who have been committed to state 
schools for delinquents. 

Child welfare services on the local level are provided mainly 
by the juvenile division of the probate court. The county agent, 
who is designated by law as an officer of this court, administers 
child welfare services under the general supervision of the 
probate judge. He is appointed by the governor from recom- 
mendations of the probate judge or judges, and is paid by the 
state. The law specifically exempts the county agent from state 
civil service, and the only qualification required by law is that 
he must be a “suitable person.” In 1944 the Governor’s Legisla- 
tive Committee recommended that a special state board be 
created to certify to the qualifications of county agents, but this 
was rejected by the legislature. It would be an advanced step in 
raising the standards of child welfare service to require that all 
county agents be appointed according to a uniform merit plan. 
In 1944 the law was amended providing for full-time county 
agents in counties of 30,000 population or over to be paid an 
annual salary graded according to population. This is a decided 
improvement over the former plan which permitted the appoint- 
ment of county agents for part-time on an inadequate per diem 
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basis. Further ptoyisipn shquld be made that would enable two 
or more cpunties of less than 30,000 population to unite for the 
purpose of employing a full-time county agent on a salary basis. 

County departments of social welfare are required by law to 
assist in developing sound programs of child welfare; to pro- 
mote programs and policies for the prevention of dependency, 
neglect, and delinquency, and other adverse conditions affecting 
the welfare of families and children. The county board of social 
welfare is required upon request by the juvenile division of the 
probate court to make investigation of children under its juris- 
dktiion. Probate judges seldom call upon county departments of 
sbcial welfare for assistance in dealing with children under their 
jurisdiction, and as a general rule little or no child welfare ac- 
tivities are carried on by these departments. 

The Michigan laws do not place power of general supervision 
and co-ordination of the various child welfare services in any 
one agency. Increasing child delinquency arising out of war 
conditions focused attention upon the need for a more effective 
organization for dealing with child welfare problems. In an at- 
tempt to remedy this situation the Governor’s Youth Guidance 
Qommittee was created in 1943 consisting of the heads of state 
departments and representatives of associations of local officials 
who are responsible for some phase of child welfare. The func- 
tion of this committee is to plan and co-ordinate child welfare 
W/Ork of state and county officials and to advise with the gov- 
ernor of methods of meeting the problems of youth. Youth 
guidance committees have been organized in most of the coun- 
ties to co-ordinate and plan activities on the local level. The 
voluntary organizations throughout the state interested in the 
problems of youth form the state-wide youth guidance advisory 
council whose function it is to integrate governmental and 
voluntary youth programs. The work of these committees to 
date has resulted in the revision and simplification of juvenile 
law and in improving and strengthening programs for the pro- 
tection, development, and guidance of youth. In 1945 a 
youth guidance commission was created consisting of the 
governor and the heads of the several state departments re- 



SUMMARY AND CONCLUSION 


I4I 

sponsible for certain child welfare activities and six members to 
be appointed by the governor to serve at his pleasure. The 
purpose of this commission is to promote programs for child 
guidance. 

According to widely accepted principles of administrative or- 
ganization, control of the policies and administration of welfare 
services to children would be most effective when vested by law 
in a division of a state department of social welfare. More com- 
plete integration of child welfare services in Michigan could be 
accomplished on the state level by transferring the functions 
now performed by the Juvenile Institute Commission to the 
State Department of Social Welfare. Better co-ordination of 
the several child welfare functions, it appears, would be possi- 
ble if administered by a single director. Broad policies of child 
welfare should be determined on the state level and the program 
made uniform throughout the state. Detailed administration of 
the services might be carried out on the local level under the 
supervision of a qualified child welfare wprker within an inte- 
grated county department of social welfare headed by a single 
director. 

The Michigan Social Welfare Commission has created a di- 
vision of services for the blind which co-ordinates the activities 
of public and private agencies; finds employment for blind per- 
sons in industry; and administers the Michigan Employment 
Institution for the Blind at Saginaw. The Institution furnishes 
vocational training for the blind and permanent employment 
for a limited number. Federal funds have been made available 
for the rehabilitation of the blind in a separate program ad- 
ministered by the division for services for the blind with the 
result that a substantial number of blind persons have been 
converted into productive citizens through the co-ordinated 
program of rehabilitation and training. 

Vocational Rehabilitation 

The state-federal service for vocational rehabilitation, which 
was first established in 1921, was strengthened and made more 
secure by the Social Security Act of 1935. The objective of the 



14a SOCIAL SECURITY AND RELATED SERVICES 

program is to restore disabled persons to remunerative employ- 
ment, and provision is made for all facilities necessary for their 
preparation and placement in suitable occupations. The leader- 
ship of the Social Security Board and the stimulus of federal 
financial assistance have contributed much to the advancement 
of this work. Since 1921 over ten thousand persons have been 
rehabilitated. 

The fact that the cost of maintaining a dependent person dur- 
ing his life is in excess of that required for rehabilitation more 
than justifies the expenditures of public funds for rehabilitating 
disabled persons aside from any humanitarian consideration. 
This service has contributed to the nation’s effort in recruiting 
its manpower for defense, and after the war is now playing an 
important role in the restoration of disabled war veterans. 

Health and Medical Services 

The administration of the health services of Michigan on the 
state level is divided among a number of independent agencies, 
including the Michigan Department of Health, the State De- 
partment of Mental Health, the Tuberculosis Sanatorium Com- 
mission, and the Crippled Children Commission. On the local 
level the health services are administered by county and dis- 
trict heailth departments, city health departments, and town- 
ship boards of health. 

The Michigan Department of Health, headed by the State 
Health Commissioner is responsible generally for the conserva- 
tion of health and the lengthening of life by such services as 
controlling communicable disease, guarding and improving 
environmental sanitary conditions, and educating the public 
in healthful living. One of the most important services rendered 
by the state department has been the promotion and supervi- 
sion of local health departments, for it is largely through these 
units that the immediate application of health measures is ac- 
complished. Federal grants authorized by the Social Security 
Act and the Venereal Disease Act have been effective in 
strengthening and developing both state and local health serv- 
ices. In 1943 fourteen of Michigan’s eighty-three counties had 
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not established health departments. It is difficult for the state 
department to extend its service to communities that have not 
formed such departments. The value of an efficient local health 
unit in meeting the problems in smaller counties has been dem- 
onstrated in Michigan and other states, and it seems urgent that 
a well-organized county or district department of health be es- 
tablished to serve every county of the state at the earliest 
possible date. 

An important responsibility which the Michigan Department 
of Health has assumed is the promotion of maternal and child 
health. This program was improved in 1936 and subsequent 
years under the stimulus of the Social Security Act. Analysis of 
the activities of the Bureau of Child and Maternal Health re- 
veals that significant progress has been made in this field. 

The three state tuberculosis sanatoriums are controlled by 
the Tuberculosis Sanatorium Commission. The commission is 
responsible for maintaining hospitals for the “humane, curative, 
and economical treatment of persons afflicted with tuberculo- 
sis,” and for the appointment of medical superintendents to 
head the state sanatoriums. A bureau of tuberculosis control has 
been set up within the Michigan Department of Health. This 
bureau supervises the control of tuberculosis throughout the 
state and aids the full-time county health departments in de- 
veloping local programs. 

In 1945 the State Department of Mental Health w^s created 
to administer the mental hygiene program. The department 
consists of a five-member commisison which is responsible for 
establishing the policies, rules, and regulations of the depart- 
ment, and a director who serves as executive head of the de- 
partment. Separate divisions, each headed by a superintendent, 
have been established within the department. The director with 
the consent of the commission appoints a superintendent for 
each state hospital and training school. Under the former or- 
ganization responsibility for the mental hygiene program was 
centered in a seven-member commission with the superintend- 
ents of ten state hospitals, the executive director, and the di- 
rector of mental hygiene each reporting directly to the com- 
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mission. It seems obvious that the administrative reorganiza- 
tion of 1945 should result in a more efficient and a better co-or- 
dinated program. 

Child guidance clinics were created in 1941 as a division of the 
general program of mental hygiene under control of the State 
Hospital Commission, and by 1945 children’s clinics had been 
established in nine principal cities of the state. In 1945 these 
clinics were placed under the supervision of the director of the 
newly organized State Department of Mental Health. Physi- 
cians, probate judges, schools, case work agencies, and parents 
may refer cases to these clinics for study and treatment. The di- 
rector is assisted by a professional staff, consisting of psychia- 
trists, psychiatric social workers, and psychologists. Each area 
area served selects an advisory board whose responsibility is to 
raise the community’s share of the funds and to assist locally in 
interpreting the purpose of the program. Services offered by the 
staff are consultation, diagnosis, treatment, and community 
education. 

The recent revision and enlargement of the child guidance 
program marks significant progress in improving the mental 
health of children. The numerous clinics now operating through- 
out the state render an invaluable service to schools, social 
agencies, parents, and the courts in dealing with the behavior 
problems of children. It has been necessary to establish a wait- 
ing list because of the lack of trained personnel, a situation 
which will be remedied as soon as the communities find it pos- 
sible to furnish additional social lyorkers. 

Two special health programs for children have been created: 
one for crippled children and another for sick and afflicted chil- 
dren, both of which are a,dministered by the Crippled Children 
Commission. When these programs were initiated, it was be- 
lieved that a special commission would be better adapted to or- 
ganize and promote services for such children than any existing 
agency. Unquestionably placing the main control of these func- 
tions in a single state commission has made for efficiency, but 
when viewed from the standpoint of sound principles of ad- 
ministrative organization, it seems they should be placed under 



SUMMARY AND CONCLUSION 


145 

the control of the State Department of Health. By this ar- 
rangement related functions would be brought together on one 
level of government and the number of independent agencies 
reduced. The rehabilitation of handicapped children is a social 
service which has a strong appeal from both the economic and 
humanitarian standpoints, and it has been well supported 
financially. The Federal Government has contributed sub- 
stantial funds for the care and treatment of crippled children 
since 1936, but the state has furnished the bulk of the funds. 

Analysis of the over-all financial picture of health and medi- 
cal services in Michigan reveals certain significant trends. Fed- 
eral assistance for the advancement of special health programs 
have increased steadily since 1936 both in amount and pro- 
portion to total state expenditures. The programs in which 
the federal government has participated are general public 
health services, maternal and child health, venereal disease 
control, and crippled children. In 1944 federal grants for these 
services amounted to 9.1 per cent of the total state expenditures 
for health and medical services. There was a sharp decline in 
total state expenditures in 1940 which can be explained in 
part by the sudden reduction in the appropriations for crippled 
children for that year. Beginning in 1940 the trend has been 
upward and by 1944 the state total had reached $ig million. 
Of this total 63.34 ps’" cent was spent for mental hygiene, 
16.35 pc'* cent for tuberculosis, 8.16 per cent for the Michigan 
Department of Health, 5.44 per cent for crippled and afflicted 
children, 6.51 per cent for grants to local units and o.a per cent 
for miscellaneous services. For the period 1939-44 the tendency 
was for the proportions of total state funds spent for the 
Michigan Department of Health, and sick and afflicted children 
to decrease while the proportions disbursed for grants to local 
units increased. 

For the fiscal year ending June 30, 1944, total expenditures 
for the sixty-nine counties operating county and district health 
departments amounted to $1.4 million. Of this total 42.8 per 
cent was from county revenues; 24.9 per cent from private do- 
nations; 21.2 per cent form federal funds distributed by the 
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State; 10.3 per cent form state funds; and 0.8 per cent from 
miscellaneous sources. For the same period expenditures for 
the health departments of the ten major cities of the state 
amounted to $5.7 million. Of this total 2.03 per cent was from 
federal funds distributed by the state and the balance from city 
sources. 

Social Insurance 
workmen's COMPENSATION 

Workmen's compensation, first adopted in Michigan in 1912, 
is a pioneer service in the field of social insurance, and has con- 
tributed a valuable experience to guide in the development of 
newer programs. The purpose of workmen's compensation 
simply stated is to provide a prompt, convenient, and inexpen- 
sive remedy for persons injured in industry without proof of 
negligence on the part of employer or employee. 

In 1943 Michigan's workmen's compensation act was thor- 
oughly revised and a number of features introduced which had 
produced satisfactory results in other states. Important among 
these changes was the broadening of the compulsory feature. 
Formerly employers could elect whether or not to come under 
the provisions of the act, but, as amended, the law is compul- 
sory upon those having eight or more workers, except those em- 
ploying domestic or farm labor who may still elect to come un- 
der the act. Public employers at the state, county, township, 
and municipal levels are covered by the act irrespective of num- 
ber of persons employed. Prior to the 1943 amendment com- 
pensation was paid only for accidental injury arising out of and 
in the course of the employment, but now all personal injuries 
are compensable. Under the former law only thirty-one occu- 
pational diseases were designated as compensable; the amend- 
ment abolished this limited schedule and included all industrial 
diseases. Minimum and maximum benefit rates have been in- 
creased materially and a sliding scale of benefits has been es- 
tablished which takes account of the number of persons de- 
pendent upon the injured worker. The period of hospitalization 
and medical care has been extended to cover the worker until 
he is cured or relieved from the effect of the injury. As the re- 
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suit of recent legislation Michigan may be ranked among the 
most advanced states in amount of compensation paid to in- 
jured workers and in methods of administration. 

Although Michigan has modernized and improved its work- 
men’s compensation system, there are still unsolved problems. 
One of these problems which has been prominent in recent 
discussions is whether insurance against injury should be in an 
exclusive state fund or whether private insurance carriers should 
be allowed to compete with the state fund. More specifically, 
does insurance with private carriers involve wasteful duplica- 
tions and higher costs which serve as a deterrent influence to the 
liberation of benefits? How do the methods of insuring com- 
pensation to injured workers compare with later plans devel- 
oped for insuring unemployment and old age? Does the seven 
hundred fifty-week period of payments in a liberal state such as 
Michigan furnish adequate coverage of workers who suffer per- 
manent handicaps early in life ? These and other problems await 
special analysis which are beyond the scope of a brief study such 
as is undertaken here. 

UNEMPLOYMENT COMPENSATION 

The Michigan Act 

Unemplqyment compensation was established in 1936 as 
part of the Social Security Program initiated by the Federal 
Government in 1935. The Michigan Act, like that of other 
states, is designed for the protection of unemployed workers 
regularly attached to the labor market. In twenty-five states, 
including Michigan, employers with fewer than eight employ- 
ees are exempt from the payroll tax because of the cost and 
effort involved in the collection from numerous small employ- 
ers. Most of the remaining states impose the payroll tax on 
employers with less than eight employees and a few allow no ex- 
emptions. It has been demonstrated in several states that 
protection can be extended to small employers with reasona- 
ble success. Moreover, federal experience with old ag6 insurance 
establishes the fact it is feasible to administer a payroll tax 
imposed on small employers. 
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In Michigan, no benefits are paid on small earnings for ad- 
ministrative reasons. This is contrary to the policy adopted by 
the great majority of other states. On the portion of workers’ 
earnings on which benefits are paid, Michigan may be consid- 
ered liberal as compared with the great majority of other states. 
Benefit payments increase as the amount of income and steadi- 
ness of employment increase. Although Michigan compares 
favorably with other states, it is obvious from experiences re- 
lated in this study that benefits paid have not been sufficient to 
carry the wage earner through comparatively short periods of 
unemployment. 

It should be observed that in Michigan, as in other states, 
benefit payments do not compensate a worker for the entire 
loss of wages, but merely serve as a cushion to help tide him 
over periods of unemployment. Obviously workers share part 
of the risks of unemployment, which in principle is not objec- 
tionable if this burden is fairly distributed between employer 
and employee. In five states of this country, in Canada, Eng- 
land, and other countries employees are required to pay for 
part of the insurance from his wages. This principle is also car- 
ried out in the Federal Old Age Insurance where the payroll 
taxes are shared equally by employer and employee. The meth- 
ods of allocating costs of unemployment insurance is probably 
influenced by the risk which it is intended to cover. As inter- 
preted by the Unemployment Compensation Study Commis- 
sion reporting to the governor of Michigan in 1942, the purpose 
of unemployment insurance is “to retain a pool of experienced 
and skilled workers in a given locality available for rehiring in 
the same trade within a reasonable period of purely temporary 
unemployment.”® According to the commission, the purpose 
of unemployment compensation is to insure the employer 
against certain risks affecting his profits. This view seems to 
sanction the payment of all costs of temporary unemployment 
by the employer. As more broadly conceived the objective is to 

^ Mich. Unemployment Compensation Study Comm., “Report,” Journ. 
Mich. Legislature, Senate, Extra Session, 1942, pp. 12-19; reproduced in 
Biennial Kept, oj the Mich. Unemployment Comm., 1940-42, pp. 57-64. 
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furnish benefits to workers who have been thrown out of em- 
ployment involuntarily and who in normal times could and 
would be employed. Benefits to this group of workers should be 
sufficient to carry them over any period of temporary unem- 
ployment without exhausting their savings or compelling them 
to seek general relief. The broader concept of unemployment 
insurance it seems would sanction sharing of costs by employer 
and employee. 

The brief experience with unemployment insurance indicates 
that adequate protection cannot always be secured by an arbi- 
trary formula limiting the benefits to a fixed number of weeks 
based upon the amount of earnings. Obviously it is impossible 
to contemplate for how long a period any group of workers will 
remain unemployed in the future, or the amount of income 
that will be required to meet their needs, but an element of 
flexibility might be introduced into the formula which would 
permit of some extension of protection dependent upon the 
amount of the reserve available and the willingness of the 
claimant to take training or other steps to improve his prospects 
of employment. 

States differ considerably in methods of financing unem- 
ployment compensation. It is optional under the provisions of 
the Social Security Act whether any state adopts a uniform 
tax or one based upon the individual employer’s experience in 
the payment of benefits to unemployed workers. Experience 
rating was designed to encourage employers to stabilize their 
employment. Employers of all the states were required to im- 
pose a uniform rate until sufficient time had elapsed to estab- 
lish a ratio of benefits to volume of unemployment upon which 
to base an individual rate, and to give them an opportunity to 
work out plans of stabilization. Naturally stable industries saw 
an opportunity in experience rating to reduce their rates sub- 
stantially with little or no special effort toward stabilizing em- 
ployment, and the less stable industries were influenced to un- 
dertake the plan with hope of reducing their rates by establish- 
ing more stable employment. It is not surprising, therefore, that 
by July I, 1945, forty-five of the fifty-one jurisdictions, in- 
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eluding Michigan, had adopted experience rating. Although it 
can be demonstrated that the adoption of experience rating has 
led some employers to accomplish stabilization in employment 
to a limited extent, it is generally' conceded that individual 
employers are unable to control the principal causes of unem- 
ployment. The Social Security Board believes that experience 
rating has led to competition among the states to reduce pay- 
roll taxes in order to avoid being placed at a disadvantage from 
the standpoint of operating costs and that this may in time 
endanger the solvency of reserve funds, notwithstanding the 
fact that many of these have risen to comparatively high levels 
under the stimulus of wartime activities. On the other hand 
there are those who are of the opinion that competition among 
the states has been instrumental during the last few years in 
liberalizing benefits, and that this tendency has not been ma- 
terially affected by competition in rate reduction. 

The Michigan law does not provide for adjustment in the 
amount of funds which may accumulate in the unemployment 
reserve fund. A 1941 amendment abolished a provision in the 
1939 law increasing rates when the ratio of total benefits to 
payrolls rose and reducing them when this ratio declined. 
Ten states have devised rate structures which permit employ- 
ers to accumulate a larger reserve fund while wartime earnings 
are at a high level and unusual unemployment risks are being 
incurred. The principal advantages of this practice may be sum- 
marized as follows: (i) more adequate reserves are assured 
with which to meet anticipated increased unemployment bene- 
fits in the postwar period, (a) employers accumulate reserves 
while earnings are at their peak, (3) an increase in rates may be 
avoided in the postwar period wfien earnings may be low. and 
unemployment prevalent, and (4) increasing rates in the post- 
war period may result in damaging competition with indus- 
tries of other states where ample reserves were accumulated 
from inflated wartime earnings. 

Standardization and uniformity of state unemployment com- 
pensation acts is a problem on which considerable difference of 
opinion has developed. One point of view favors continuance of 
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the present plan which perniits control by the individual states 
with little interference by the Federal Government. Those 
favoring this plan point to the progress already made by the 
states in improving the law, and maintain that standardization 
and uniformity can be accomplished by co-operation among 
the states. At the other extreme is the view that federalization 
is the only method of eliminating the numerous defects of the 
present system. The arguments in support of these opposing 
points of view have been presented elsewhere in this study. 
Others believe that the main defects in the several state law;s 
can be remedied by federal legislation which would establish 
minimum standards applicable to all states, but would leave 
the states considerable freedom in experimentation and the 
exercise of initiative. Although some of the arguments for fed- 
eralization have a strong appeal to many students, they do not 
establish conclusively that this is the only solution to the prob- 
lems. There appear to be possibilities of working out a fairly 
satisfactory state-federal co-operative plan short of complete 
federalization. 

Railroad Unemployment Compensation 

In 1938 a special nationally administered system of unem- 
ployment compensation was established for railroad workers 
and carriers previously covered by private and state unemploy- 
ment compensation systems. This act is administered by the 
Railroad Retirement Board and financed by federal tax col- 
lected from carriers. As compared with the federal-state unem- 
ployment system in effect in Michigan, the railroad system has 
a more simple method of computing benefits. Experience rating 
such as is found in Michigan and other states is not permitted 
by the Railroad Act; the system operates uniformly in all 
states, and employers pay into a nationally pooled fund at the 
same rate. 

OLD AGE AND SURVIVORS INSURANCE 

It is now generally recognized that many persons*are unable 
to provide for their old age security through individual savings 
and investment. The earnings of some workers are not suffi- 
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cient to meet their current needs and to permit of savings. 
Others are dependent because of their improvident habits dur- 
ing the productive period of their lives, or for the reason that 
economic reverses have swept aw;ay their life-time savings. That 
the government should assume leadership in a plan to spread 
the cost of a livelihood of old age over large groups, and thus 
provide a collective means of protection against individual vi- 
cissitudes, is widely accepted. The Social Security Act of 1935 
established two separate and supplementary systems for pro- 
viding old age security. One is a federal-state, noncontributory 
old age assistance plan administered under state laws and 
financed jointly by the federal and state governments. The 
other is a federally administered system of old age insurance 
financed from payroll taxes imposed equally qpon employers 
and employees. The former system has already been examined 
under the general head of public assistance. The latter provides 
for a reserve account to be set up in the Treasury from which 
qualified persons sixty-five years of age or older are to be paid 
regular benefits as a matter of right and regardless of need. The 
1939 amendment transformed the old age insurance of indi- 
vidual workers into an insurance plan to include protection 
for the wage earner’s family. The amendment also extended 
coverage to additional categories of workers, increased the 
average benefits payable in their early years, provided protec- 
tion for the widows and surviving children of the deceased bene- 
ficiaries, and advanced the beginning date for the payment of 
monthly benefits from 1942 to January, 1940. 

It was not possible for those who initiated the Social Security 
Program to forsee all the risks to which the worker would be 
subjected in both periods of depression and prosperity. Al- 
though some of the defects of the program were remedied by 
the amendment of 1939, others are now appearing. The omis- 
sion of a substantial part of the working population from the 
old age insurance program gives rise to numerous inequitable 
situations." Workers who change from covered to noncovered 
employment often fail to qualify for benefits although they 
have contributed to the system. Many workers who have ac- 
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quired wage credits in wartime industries will lose their protec- 
tion when they transfer to self-employment or other noncovered 
occupations. Small employers are demanding the same type of 
protection which they are helping to finance for their employ- 
ees. 

A gap in coverage which deserves serious consideration is the 
failure of the system to protect workers against the risk of per- 
manent disability resulting from illness. This hazard reduces 
family income at a time when expenses are often the greatest, 
and it is more threatening in many cases than incapacity due 
to old age. By spreading the cost of adequate medical care and 
loss of wages over the working population now covered by old 
age insurance, the risk of the relatively few workers who be- 
come permanently disabled would be carried by self-supporting 
families. Permanent disability occasioned by illness is a risk to 
which social insurance appears to be especially applicable. 

In the original act, taxes were to be imposed upon both em- 
ployers and employees, beginning in 1937, at the rate of i per 
cent of the payrolls and rising at three-year intervals to 3 per 
cent in 1949. It was estimated that the reserve accumulated 
from these taxes would amount to about $47 billion by 1980. 
Later aipendments postponed the scheduled increase in taxes, 
discontinued the actuarial reserve basis established in the origi- 
nal program, and provided for a contingency reserve. The only 
estimates now available indicate that the benefit payments will 
exceed the annual revenue from the payroll taxes by about 
1955. When this occurs it will be necessary to adopt one or more 
of the following procedures: (i) draw on the contingency re- 
serve, (2) increase payroll rates, (3) appropriate funds from 
general taxes, or (4) reduce benefits. 

No definite long-run plan for financing the program has been 
formulated — the solution of the problem has merely been post- 
poned indefinitely. A sharply defined difference of opinion arose 
over the type of plan to be followed in financing the program. 
One group advocated the so-called “pay as you go’' plan, and 
the other believed that the only sound policy is to accumulate 
an actuarial reserve from payroll taxes. The pay-as-you-go 
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group won a partial victory in 1939 by eliminating the actuarial 
reserve, but it failed to provide an adequate plan of financing 
old age insurance. The present policy of paying benefits as they 
mature from the receipts of payroll taxes does not spread the 
financial costs over the productive lives of the individual work- 
ers and permits the generation which established it to escape 
without paying its share of the cost, thus shifting the burden on 
to future workers. Aproperly constructed and managed actuarial 
reserve accumulation from payroll taxes would spread the finan- 
cial costs over the longest possible period of time with the result 
that such costs would be charged to the productive lives of the 
individual workers concerned. The millions of younger workers 
who are now contributing to old age insurance may well be con- 
cerned over the accumulating deficits which they may be called 
upon to pay when the annual benefit payments reach their 
peak. If Congress is unwilling to provide for present actual 
costs of the program as they are incurred, can it be expected to 
meet the much larger and increasing costs which are accumulat- 
ing as disguised deficits ? Unless higher rates are allowed to be- 
come effective during the early years of the program, an in- 
equitable burden will be thrown on future beneficiaries or gen- 
eral taxpayers. 

THE RAILROAD EMPLOYEE RETIREMENT SYSTEM 

Retiremen t of railroad employees was authorized by the Rail- 
road Retirement Act of 1935 and the amendatory Railroad 
Retirement Act of 1937. These acts cover employers and em- 
ployees of railroads, sleeping car companies, and express com- 
panies subject to the Interstate Commerce Act and other 
related agencies which perform services in connection with rail- 
road transportation. 

The railroad retirement system is administered by the 
Railroad Retirement Board with the assistance of an actuarial 
advisory committee. The system is financed by a federal payroll 
tax imposed equally upon carriers and employees. The act pro- 
vides for a reserve account to be set up in the United States 
Treasury from which administrative expenses and employee 
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benefits are paid. At intervals of not longer than three years, the 
Railroad Retirement Board must determine the amount of 
funds that will be necessary to finance the system. The actuarial 
advisory committee examines the methods employed by the 
board in performing this function and recommends any changes 
considered necessary. Evaluation of future liabilities by the 
Railroad Retirement Board was a less difficult task than was 
encountered by the Social Security Board; for when the Rail- 
road Retirement Board assumed responsibility for the payment 
of benefits, maximum payments were already being made to 
many retired railroad workers, whereas it will require a gene- 
ration before maximum benefits will be paid to workers under 
the Social Security Act. 

Certain policies and practices followed by private carriers 
prior to the enactment of the Railroad Retirement Act were 
influential in the formulation of the railroad retirement system, 
and accounts in part for the variations that exist between the 
two federal social insurance schemes. There are certain features 
of the Railroad Retirement Act which are more favorable to 
workers than are provided by the Social Security Act. Under 
the former act workers may retire with maximum benefits at 
a younger age; higher maximum payments are allowed, and the 
worker is afforded better protection when transferred from cov- 
ered to uncovered employment. On the other hand, the de- 
pendents of workers eligible for insurance under the Social 
Security Act appear to fare better than those covered by the 
Railroad Retirement Act. The differences in the two federal 
schemes of social insurance are based on historical rather than 
fundamental reasons and it seems reasonable to expect that in 
time these differences will become less important and the two 
acts will be merged into a uniform system of old age insurance. 
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